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Business Activities 


Berkshire Hathaway Inc. is a holding company owning subsidiaries that engage in a number of diverse 
business activities including property and casualty insurance and reinsurance, freight rail transportation, utilities 
and energy, finance, manufacturing, services and retailing. Included in the group of subsidiaries that underwrite 
property and casualty insurance and reinsurance is GEICO, the third largest private passenger auto insurer in the 
United States and two of the largest reinsurers in the world, General Re and the Berkshire Hathaway Reinsurance 
Group. Other subsidiaries that underwrite property and casualty insurance include National Indemnity Company 
and affiliated insurance entities, Medical Protective Company, Applied Underwriters, U.S. Liability Insurance 
Company, Central States Indemnity Company, Kansas Bankers Surety, Cypress Insurance Company, BoatU.S. 
and several other subsidiaries referred to as the “Berkshire Hathaway Homestate Companies.” 


Burlington Northern Santa Fe Corporation (“BNSF”), acquired by Berkshire on February 12, 2010, operates 
one of the largest railroad systems in North America. In serving the Midwest, Pacific Northwest and the Western, 
Southwestern and Southeastern regions and ports of the U.S., BNSF transports a range of products and 
commodities derived from manufacturing, agricultural and natural resource industries. MidAmerican Energy 
Holdings Company (“MidAmerican”’) is an international energy holding company owning a wide variety of 
operating companies engaged in the generation, transmission and distribution of energy. Among MidAmerican’s 
operating energy companies are Northern Electric and Yorkshire Electricity; MidAmerican Energy Company; 
Pacific Power and Rocky Mountain Power; and Kern River Gas Transmission Company and Northern Natural 
Gas. In addition, MidAmerican owns HomeServices of America, a real estate brokerage firm. 


Berkshire’s finance and financial products businesses primarily engage in proprietary investing strategies 
(BH Finance), commercial and consumer lending (Berkshire Hathaway Credit Corporation and Clayton Homes) 
and transportation equipment and furniture leasing (XTRA and CORT). McLane Company is a wholesale 
distributor of groceries and nonfood items to discount retailers, convenience stores, quick service restaurants and 
others. The Marmon Group is an international association of approximately 130 manufacturing and service 
businesses that operate independently within diverse business sectors. 


Numerous business activities are conducted through Berkshire’s other manufacturing, services and retailing 
subsidiaries. Shaw Industries is the world’s largest manufacturer of tufted broadloom carpet. Benjamin Moore is 
a formulator, manufacturer and retailer of architectural and industrial coatings. Johns Manville is a leading 
manufacturer of insulation and building products. Acme Building Brands is a manufacturer of face brick and 
concrete masonry products. MiTek Inc. produces steel connector products and engineering software for the 
building components market. Fruit of the Loom, Russell, Vanity Fair, Garan, Fechheimer, H.H. Brown Shoe 
Group and Justin Brands manufacture, license and distribute apparel and footwear under a variety of brand 
names. FlightSafety International provides training to aircraft operators. NetJets provides fractional ownership 
programs for general aviation aircraft. Nebraska Furniture Mart, R.C. Willey Home Furnishings, Star Furniture 
and Jordan’s Furniture are retailers of home furnishings. Borsheims, Helzberg Diamond Shops and Ben Bridge 
Jeweler are retailers of fine jewelry. 


In addition, other manufacturing, service and retail businesses include: The Buffalo News, a publisher of a 
daily and Sunday newspaper; See’s Candies, a manufacturer and seller of boxed chocolates and other 
confectionery products; Scott Fetzer, a diversified manufacturer and distributor of commercial and industrial 
products; Larson-Juhl, a designer, manufacturer and distributor of high-quality picture framing products; CTB 
International, a manufacturer of equipment for the livestock and agricultural industries; International Dairy 
Queen, a licensor and service provider to about 6,000 stores that offer prepared dairy treats and food; The 
Pampered Chef, the premier direct seller of kitchen tools in the U.S.; Forest River, a leading manufacturer of 
leisure vehicles in the U.S.; Business Wire, the leading global distributor of corporate news, multimedia and 
regulatory filings; [scar Metalworking Companies, an industry leader in the metal cutting tools business; T77, 
Inc., a leading distributor of electronic components and Richline Group, a leading jewelry manufacturer. 


Operating decisions for the various Berkshire businesses are made by managers of the business units. 
Investment decisions and all other capital allocation decisions are made for Berkshire and its subsidiaries by 
Warren E. Buffett, in consultation with Charles T. Munger. Mr. Buffett is Chairman and Mr. Munger is Vice 
Chairman of Berkshire’s Board of Directors. 
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Berkshire’s Corporate Performance vs. the S&P 500 


Annual Percentage Change 


in Per-Share in S&P 500 
Book Value of | with Dividends Relative 
Berkshire Included Results 

Year (1) (2) (1)-2) 
VOG SYS yiort wigk aieearcaece tea eeatena eh Bel Be eaten Get nese e 23.8 10.0 13.8 
WO GG ria s ds feahte act Hened aise. dante caged acta tts. & deace Uatasieare Geese se aceaed 20.3 (11.7) 32.0 
MOG. soemees siti dere: Seine teearpaesa beara Taotsda ctv eo alga cnSyya pe ected Ske Ronde dhe taiwan 11.0 30.9 (19.9) 
DOGS cecieseess sess sdeahac scacenbeat desde Wises Gre ea OE we Sree ania lens Gear anaeeNer 19.0 11.0 8.0 
OG 2 socsdisl ack asda tSaralin Had. aaa deen tore idea udo Mia dahon Re ok PAE 16.2 (8.4) 24.6 
NOVO) eet Gb headin Wik dea bab Sd See whee. Pa Derk s SSeS 12.0 3.9 8.1 
VOTE ios fie ccsete te 5p en faseth erasanteraded aah teeta teh rae Sed aaa eae ec a 16.4 14.6 1.8 
TDD codec th Sctgs Ot heeezpansnr baat Gos othe fa caiges eveSe abe hanes Ended donsacbety genie 21.7 18.9 2.8 
MOTB. secesto ches stetelpns caciuee teriee de'elsstes sencan i enlerte dias av Susser Bade teaser maraneueaceossecenees 4.7 (14.8) 19.5 
ODA: 2. A ccesictach 3-2 seed eee Ot ee We hate Lok act oaks rmaiehe Uae: De) (26.4) 31.9 
VTS: hceed 4 ek Saadeh te aides dans Ged See dew gD ore hw Sa 21.9 372 (15.3) 
WOT Oe ccc era: stcete te 4: tua.sd, dt A apecetataalenal is ait aad. dak adage sa lendad avec tuevaaiterttly avaia 59.3 23.6 35.7 
VOT + co seseci seeehesraiane eb-@ de tordris ia tine SR GeG aE GS bade ieral a ferbees Sea eS 31.9 (7.4) 39.3 
MD RSP. cease steestrenss uc taps tebe bai se tania te tea etasdee tin asaheberie tb oat dasa enega Renae 24.0 6.4 17.6 
OT Os since hse, ip eae saece ack aye dk aaa Butea dy doh dnt ahes tee aa felis Sarena 303) 18.2 ily pe) 
TOS OT asec cesctaca se Aeistnacdnsdie, shavaniwarenganhatascten anid drase. Sait nerndae wencsse acted 19.3 32.3 (13.0) 
WO D ccocers werent ck ctadicdld aaenasteint astopsvecanes ders aca tact saivacetadetiatel tonite dnte ea asacs 31.4 (5.0) 36.4 
VOB. a iesersBoteteeiednacera tisha seananain dbs G8 Sew ASE Whe Be Behind Aone eeepc 40.0 21.4 18.6 
NSB rc 2c sovarins Boh aa tana cases dart sage Soc Stacks BAG. ts Bog Rida Races ee AOR Bank ee 32:3 22.4 9.9 
Ae fore carta Oca chante ne se arte he ater ta ht hg ood Dl deh ae re tee ts fa de eco 13.6 6.1 TD 
WO 85) Sac caastana ce Aciteecdaisin, suesanivarncasstodaacten wird trate emit ideasmdai Aeheaee aut toad 48.2 31.6 16.6 
TO SG: sone dudra i beperndve conti te ttea tenant, aude, dyed bei ca Tones Guiana abetpesahess 26.1 18.6 TLD 
VOB co gnsicied sete aracddcictdn teldacangine se Goe-abes Alka, Sib s SobNthna nainerG ta rh ace 19.5 5.1 14.4 
VOSS: ce kodccrsidok dente asinaie secede Roe sw i sce 4 Sede Bontatecd nia cS ees GR aed a. 20.1 16.6 3.5 
1989. eco b hare emind dred ap trend a Ses MES. He Grd eras Ruts Baa 44.4 31.7 12.7 
N90? seidsec2e inca oan scednidiar abavatavajsevevagadi-tcn dnindiduded wdvaadvapeuted Akcace acansacae TA (3.1) 10.5 
DOOD sac duatantecetb tiem de tendactstie ch lei Bakes bobs arcsyarsey date bd ew tonsa aber raase 39.6 30.5 9.1 
WD ites he caistetivtecun attested baat cea nya eens anitharedl 2 antes be acide alah antes ae anleaeeteacanwal 20.3 7.6 12.7 
NOOB it cmariantok acted anna ans dca ato lvevats sobre aca. nsang abate widlioads ate tok aa. 14.3 10.1 4.2 
194 isc esis d helen on beeindo hn Hered ap a sanng OS Sees BE Ew dre rh Ruanbnaes G4 Saran eaee 13.9 1:3 12.6 
WOOD, cetals citer arse ted ateaa lone. Mates kit eens: eaae aud ater dib a al eetae ais hasan 43.1 37.6 a5 
N96: soci sab edobebier ave ye aerk bethhen Tanssd eidotes: deedigat ava ysiee sted eh lane Gus anbgdipatar 31.8 23.0 8.8 
MOT 2 ages a heres te tint se tebe deibe Setisa tetas escent tansthar ded carah as Bearibe Setanta onan ante deacdee 34.1 33.4 il 
TOO iedech seb cies Sakae Cosco, tee eanl aatantende gata a ce cicte tude it tn Og ee hatitiace ne Seana 48.3 28.6 19.7 
WOO sdb ces a, picartated taeuaaipeeaae date ed, Bish dice Seas aoe a i) 21.0 (20.5) 
OO’ cctacarss arcane se. ad gh salva cect ix casts nln aoe acl i auld heared teeth al ont ae act eka 6.5 (9.1) 15.6 
DOU suche esate tid hye vgoestcdehe anata data thd gatsbys oye ded behind and ara (6.2) (11.9) S27. 
DOD tae re uasthecaetesetmacaaeatevibe dette) atiaysuenniavihar eS avdrauk artic deeeasiaanenaninsateanieactiaan! 10.0 (22.1) 32.1 
DOOS™ isdesh deel ele See ea lautatietads sie, cagdes aS aaah a Aiehant Qe evenmas eSeneca 21.0 28.7 (7.7) 
QOO4 Scicesisce Geeta en trateaante grin t: Ay dsinbseee Bi Gnieee, W168 AGE lke edu dues ae 10.5 10.9 (4) 
DOOD, seers este wos Me cadia dead. 8 Ata oh BE Ged Aenea din tal bie Riel oe Ae sorts Sack 6.4 4.9 135 
QOOG gaa cicd a edb iacaceninericen de haa eens RGN asks Wk a belo Mate’ ASE 18.4 15.8 2.6 
DOT, ss ateysarceecacitinecar tenscactsdcaelecavea a aycay arcsarion a as i stoatae bttiele sans aasenaniieieae ce acanteake 11.0 5.5 5:5 
DOOS: rerceslect tebe hate Soak nan deoh, eens coe ts wh onthe tok oka baa (9.6) (37.0) 27.4 
DOO 45 8 sisi tirade ace leactaisa. bees etansnsesntacdan tk. Bie avd apes MkeatvarnGwabuink. aneceetreetes 19.8 26.5 (6.7) 
DOVOS sense itoa teiscaencoca tan seah Sibwa, ame ution Sih hota bya paph WObn Lav Bo avid hele Peveen 13.0 15.1 (2.1) 
Compounded Annual Gain — 1965-2010 .......0 0.0.0.0 ..00000. 20.2% 9.4% 10.8 
Overall ‘Gain’ = 1964-2010) 5.0 c dwar beans ba Oe eke aa be ed 490,409% 6,262% 


Notes: Data are for calendar years with these exceptions: 1965 and 1966, year ended 9/30; 1967, 15 months ended 
12/31. 


Starting in 1979, accounting rules required insurance companies to value the equity securities they hold at market 
rather than at the lower of cost or market, which was previously the requirement. In this table, Berkshire’s results 
through 1978 have been restated to conform to the changed rules. In all other respects, the results are calculated using 
the numbers originally reported. 


The S&P 500 numbers are pre-tax whereas the Berkshire numbers are after-tax. If a corporation such as Berkshire 
were simply to have owned the S&P 500 and accrued the appropriate taxes, its results would have lagged the S&P 500 
in years when that index showed a positive return, but would have exceeded the S&P 500 in years when the index 
showed a negative return. Over the years, the tax costs would have caused the aggregate lag to be substantial. 
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BERKSHIRE HATHAWAY INC. 


To the Shareholders of Berkshire Hathaway Inc.: 


The per-share book value of both our Class A and Class B stock increased by 13% in 2010. Over the 
last 46 years (that is, since present management took over), book value has grown from $19 to $95,453, a rate of 
20.2% compounded annually.* 


The highlight of 2010 was our acquisition of Burlington Northern Santa Fe, a purchase that’s working 
out even better than I expected. It now appears that owning this railroad will increase Berkshire’s “normal” 
earning power by nearly 40% pre-tax and by well over 30% after-tax. Making this purchase increased our share 
count by 6% and used $22 billion of cash. Since we’ve quickly replenished the cash, the economics of this 
transaction have turned out very well. 


A “normal year,” of course, is not something that either Charlie Munger, Vice Chairman of Berkshire 
and my partner, or I can define with anything like precision. But for the purpose of estimating our current earning 
power, we are envisioning a year free of a mega-catastrophe in insurance and possessing a general business 
climate somewhat better than that of 2010 but weaker than that of 2005 or 2006. Using these assumptions, and 
several others that I will explain in the “Investment” section, I can estimate that the normal earning power of the 
assets we currently own is about $17 billion pre-tax and $12 billion after-tax, excluding any capital gains or 
losses. Every day Charlie and I think about how we can build on this base. 


Both of us are enthusiastic about BNSF’s future because railroads have major cost and environmental 
advantages over trucking, their main competitor. Last year BNSF moved each ton of freight it carried a record 
500 miles on a single gallon of diesel fuel. That’s three times more fuel-efficient than trucking is, which means 
our railroad owns an important advantage in operating costs. Concurrently, our country gains because of reduced 
greenhouse emissions and a much smaller need for imported oil. When traffic travels by rail, society benefits. 


Over time, the movement of goods in the United States will increase, and BNSF should get its full 
share of the gain. The railroad will need to invest massively to bring about this growth, but no one is better 
situated than Berkshire to supply the funds required. However slow the economy, or chaotic the markets, our 
checks will clear. 


Last year — in the face of widespread pessimism about our economy — we demonstrated our enthusiasm 
for capital investment at Berkshire by spending $6 billion on property and equipment. Of this amount, 
$5.4 billion — or 90% of the total — was spent in the United States. Certainly our businesses will expand abroad in 
the future, but an overwhelming part of their future investments will be at home. In 2011, we will set a new 
record for capital spending — $8 billion — and spend all of the $2 billion increase in the United States. 


Money will always flow toward opportunity, and there is an abundance of that in America. 
Commentators today often talk of “great uncertainty.” But think back, for example, to December 6, 
1941, October 18, 1987 and September 10, 2001. No matter how serene today may be, tomorrow is always 
uncertain. 


* All per-share figures used in this report apply to Berkshire’s A shares. Figures for the B shares are 
1/1500 of those shown for A. 


Don’t let that reality spook you. Throughout my lifetime, politicians and pundits have constantly 
moaned about terrifying problems facing America. Yet our citizens now live an astonishing six times better than 
when I was born. The prophets of doom have overlooked the all-important factor that is certain: Human potential 
is far from exhausted, and the American system for unleashing that potential — a system that has worked wonders 
for over two centuries despite frequent interruptions for recessions and even a Civil War — remains alive and 
effective. 


We are not natively smarter than we were when our country was founded nor do we work harder. But 
look around you and see a world beyond the dreams of any colonial citizen. Now, as in 1776, 1861, 1932 and 
1941, America’s best days lie ahead. 


Performance 


Charlie and I believe that those entrusted with handling the funds of others should establish 
performance goals at the onset of their stewardship. Lacking such standards, managements are tempted to shoot 
the arrow of performance and then paint the bull’s-eye around wherever it lands. 


In Berkshire’s case, we long ago told you that our job is to increase per-share intrinsic value at a rate 
greater than the increase (including dividends) of the S&P 500. In some years we succeed; in others we fail. But, 
if we are unable over time to reach that goal, we have done nothing for our investors, who by themselves could 
have realized an equal or better result by owning an index fund. 


The challenge, of course, is the calculation of intrinsic value. Present that task to Charlie and me 
separately, and you will get two different answers. Precision just isn’t possible. 


To eliminate subjectivity, we therefore use an understated proxy for intrinsic-value — book value — 
when measuring our performance. To be sure, some of our businesses are worth far more than their carrying 
value on our books. (Later in this report, we'll present a case study.) But since that premium seldom swings 
wildly from year to year, book value can serve as a reasonable device for tracking how we are doing. 


The table on page 2 shows our 46-year record against the S&P, a performance quite good in the earlier 
years and now only satisfactory. The bountiful years, we want to emphasize, will never return. The huge sums of 
capital we currently manage eliminate any chance of exceptional performance. We will strive, however, for 
better-than-average results and feel it fair for you to hold us to that standard. 


Yearly figures, it should be noted, are neither to be ignored nor viewed as all-important. The pace of 
the earth’s movement around the sun is not synchronized with the time required for either investment ideas or 
operating decisions to bear fruit. At GEICO, for example, we enthusiastically spent $900 million last year on 
advertising to obtain policyholders who deliver us no immediate profits. If we could spend twice that amount 
productively, we would happily do so though short-term results would be further penalized. Many large 
investments at our railroad and utility operations are also made with an eye to payoffs well down the road. 


To provide you a longer-term perspective on performance, we present on the facing page the yearly 
figures from page 2 recast into a series of five-year periods. Overall, there are 42 of these periods, and they tell 
an interesting story. On a comparative basis, our best years ended in the early 1980s. The market’s golden period, 
however, came in the 17 following years, with Berkshire achieving stellar absolute returns even as our relative 
advantage narrowed. 


After 1999, the market stalled (or have you already noticed that?). Consequently, the satisfactory 
performance relative to the S&P that Berkshire has achieved since then has delivered only moderate absolute 
results. 


Looking forward, we hope to average several points better than the S&P — though that result is, of 
course, far from a sure thing. If we succeed in that aim, we will almost certainly produce better relative results in 
bad years for the stock market and suffer poorer results in strong markets. 
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Berkshire’s Corporate Performance vs. the S&P 500 by Five-Year Periods 


Annual Percentage Change 


in Per-Share in S&P 500 
Book Value of — with Dividends Relative 
Berkshire Included Results 
Five-Year Period (1) (2) (1)-(2) 
196521969) oicce ea ad ae e lasnrand panda 6 4b 6 da a # etna we eb a oe 17.2 5.0 12.2 
1966-1970 2... eee eee e teenie nee 14.7 3.9 10.8 
UG TST OT sacsce ek bia doar, aavasie anes hod ede Bo bd dap ehevanivane dessin ale bbe ad 13.9 9.2 47 
MOG 912 vi cxsate, co dae thca dh otters ea Ns? aa nde ls Settee ee dara td 16.8 75 9.3 
1969 LOTS: esis a gf Seal br ara ane a Eee ww bis Pad ORO al eee See aR 17.7 2.0 15.7 
12291 0 st 2 Sm 15.0 (2.4) 17.4 
NOT TRA19TS 5s cacti cteinicd hand a kane BAG Siwy ETE hao Oke BEG a 13.9 322 10.7 
17 DAN 97 Ossi sistent hci an Seana ajaicond Kak Sede a, A Lecinbc hae dsird Rianne Goa Se aa 20.8 4.9 15.9 
WOT BRAVO TICE 55 sashes tht heiedeas crs, eile S aveaie wadeder un Rh Gaal Ie anaes 23.4 (0.2) 23.6 
TOT AR197 8 uss bsededinivepedeacd treba cedsins babiacevene pha ds raters aon aoe ate ce 24.4 4.3 20.1 
UOT SAVIO gg src Sasi resersap terse beds belated lender da aa ceesdy stoner dato lect dant Sm wee 30.1 14.7 15.4 
1976-1980 is iene wt phe be sky veda Soka dang eset Sok bh ore ka ey ees 33.4 13.9 19.5 
WOT TAT OS sock 455d acorn a sree bye ch deeds aseed, dla ieceea ued ies wok Wed ack 29.0 8.1 20.9 
NOP STO BD. issn. 6 53 anecdatsacondes ects aie eure, a bmcd ca Rok Akay e Sars woh acaae 29.9 14.1 15.8 
WO OSI OSS isnsck stscach rad shacena lees sa sitio aededeatpatsen RlcRentswck alee ad 31.6 17.3 14.3 
NO SO=19 84 essa. fo) 5: ake dpa sce sinvaelveanar nang aud media Biotech wae ann enars a aises 27.0 14.8 12.2 
MOS TOS 5 je gharie ns caciaadtbecdeiée dn. ca.sneea Meant lamedbaescdyansaatisencide du'sty thea, gaacaranecacetcacamece 32.6 14.6 18.0 
1982-1986 2... cece eee e teen eens 31.5 19.8 11.7 
NOS S21 987. sahice dk suet ald dedtecnaskeb anid ek ah, bb d Daldighars amie dha ded 27.4 16.4 11.0 
198421988 g osie sab ghee wie aneniad eae wae a drew ean ee ew se waders 25.0 15,2 9.8 
1985-1989) i555 a baie Mad Ae SOE E ERR aM E awe ERE 3121 20.3 10.8 
1986-1990 4.es6a8 6 hed trae kwe Ghd Sea VER Ee ARO Ge ee ewaa NA ES 22.9 13.1 9.8 
1987-199 Tks i ostacee Gia a: aldo aiecens Genes A Ease deal eerie tered gs SE NWS. 25.4 15.3 10.1 
TOS BHI 09? bb ssa. aed Rea deata tee, Guten Seaterdedea atenncee Ronee Saat 25.6 15.8 9.8 
TOS O19: iicdeiepiaye veda deine detanen- anand bb aceyere pbb de ae apteeer ona anediebrane re 24.4 14.5 9.9 
19D a1 OA ss, bai Saacvrece stpterecad Avedon tedelane S adoacdeadee id Mek Rew ek en dase Sacweele 18.6 8.7 9.9 
U7 MEE E91. RP re nn nn 25.6 16.5 9.1 
DOOD 199G assisch sda red acd Roe Seatac favor hosed ede he Sack Wack as 24.2 15.2 9.0 
128 Fs lb 17 A 26.9 20.2 6.7 
19941998 sites sch sia-a2h anid Suece hRaseva since garde padsnn Rak ais tok aaa ad 33.7 24.0 9.7 
OOH 19D iss is.0:-5: tase. cd dla teres sca krney ec angh ward auch wedge Totade.ctglitenisy ne lon leat ia ased 30.4 28.5 1.9 
1996-2000 aici ade cae dcslagapateaue iad ea dees db bb hava aed a ae 22.9 18.3 4.6 
1997-2001 2. eee ee eect eee ee enes 14.8 10.7 4.1 
MOO DOO 2s esac, 5 earth artes Doe terten isvept eis E sn aie de SeeetStacanytete hearted diated 10.4 (0.6) 11.0 
1.°).2 12 50. 0 018 SP Pa oo 6.0 (0.6) 6.6 
2000-2004 2... cece ee eee eee eee en eens 8.0 (2.3) 10.3 
QOO1=2005 60.4.8) d da ob wee eae ER Ke Re Ohne dee Ea 8.0 0.6 TA 
2OO2= 20066 55-620 S16 6S he ted ernest RG hae Sod eal Alors ae Ge aw 13.1 6.2 6.9 
20038-2007 <a e kb Pieters deaace oe 4k alae Rada bea dhe sed Wea. Ba 1333 12.8 0.5 
2004-2008 isos ccs b baw oak eeee ba eae Wee eee SE 6.9 (2.2) 9.1 
2005-2009 v2 ised elactnh Oak Bs en wa eee eee ees tacwed 8.6 0.4 8.2 
2006-2010 yenics daveo. isc reat tear arna- Habe Acbayeere cated Sle aa ation baa 10.0 2.3 77 


Notes: The first two periods cover the five years beginning September 30 of the previous year. The third period covers 
63 months beginning September 30, 1966 to December 31, 1971. All other periods involve calendar years. 


The other notes on page 2 also apply to this table. 


Intrinsic Value — Today and Tomorrow 


Though Berkshire’s intrinsic value cannot be precisely calculated, two of its three key pillars can be 
measured. Charlie and I rely heavily on these measurements when we make our own estimates of Berkshire’s 
value. 


The first component of value is our investments: stocks, bonds and cash equivalents. At yearend these 
totaled $158 billion at market value. 


Insurance float - money we temporarily hold in our insurance operations that does not belong to us — 
funds $66 billion of our investments. This float is “free” as long as insurance underwriting breaks even, meaning 
that the premiums we receive equal the losses and expenses we incur. Of course, underwriting results are volatile, 
swinging erratically between profits and losses. Over our entire history, though, we’ve been significantly 
profitable, and I also expect us to average breakeven results or better in the future. If we do that, all of our 
investments — those funded both by float and by retained earnings — can be viewed as an element of value for 
Berkshire shareholders. 


Berkshire’s second component of value is earnings that come from sources other than investments and 
insurance underwriting. These earnings are delivered by our 68 non-insurance companies, itemized on page 106. 
In Berkshire’s early years, we focused on the investment side. During the past two decades, however, we’ve 
increasingly emphasized the development of earnings from non-insurance businesses, a practice that will 
continue. 


The following tables illustrate this shift. In the first table, we present per-share investments at decade 
intervals beginning in 1970, three years after we entered the insurance business. We exclude those investments 
applicable to minority interests. 


Per-Share Compounded Annual Increase 
Yearend Investments Period in Per-Share Investments 
NOVO! tied 35266 cae A Red $ 66 
1980) ascc56¥ dha Beis bean 754 1970-1980 27.5% 
W990! cicstd tele epee chee 7,798 1980-1990 26.3% 
2000: a4 ¢hi40 8 Seles 50,229 1990-2000 20.5% 
QOVO! sce sais beaeeda anaes ces 94,730 2000-2010 6.6% 


Though our compounded annual increase in per-share investments was a healthy 19.9% over the 
40-year period, our rate of increase has slowed sharply as we have focused on using funds to buy operating 
businesses. 


The payoff from this shift is shown in the following table, which illustrates how earnings of our 
non-insurance businesses have increased, again on a per-share basis and after applicable minority interests. 


Per-Share Compounded Annual Increase in 
Year Pre-Tax Earnings Period Per-Share Pre-Tax Earnings 
WOIO" sie hee eats $ 2.87 
W9SO* sensed curses 19.01 1970-1980 20.8% 
W990) succes 6s 102.58 1980-1990 18.4% 
2000 gue eee cee Se 918.66 1990-2000 24.5% 
2OLO: 54-0 :bb.$.6 a8 S03 5,926.04 2000-2010 20.5% 


For the forty years, our compounded annual gain in pre-tax, non-insurance earnings per share is 21.0%. 
During the same period, Berkshire’s stock price increased at a rate of 22.1% annually. Over time, you can expect 
our stock price to move in rough tandem with Berkshire’s investments and earnings. Market price and intrinsic 
value often follow very different paths — sometimes for extended periods — but eventually they meet. 


There is a third, more subjective, element to an intrinsic value calculation that can be either positive or 
negative: the efficacy with which retained earnings will be deployed in the future. We, as well as many other 
businesses, are likely to retain earnings over the next decade that will equal, or even exceed, the capital we presently 
employ. Some companies will turn these retained dollars into fifty-cent pieces, others into two-dollar bills. 


This “what-will-they-do-with-the-money” factor must always be evaluated along with the 
“what-do-we-have-now” calculation in order for us, or anybody, to arrive at a sensible estimate of a company’s 
intrinsic value. That’s because an outside investor stands by helplessly as management reinvests his share of the 
company’s earnings. If a CEO can be expected to do this job well, the reinvestment prospects add to the 
company’s current value; if the CEO’s talents or motives are suspect, today’s value must be discounted. The 
difference in outcome can be huge. A dollar of then-value in the hands of Sears Roebuck’s or Montgomery 
Ward’s CEOs in the late 1960s had a far different destiny than did a dollar entrusted to Sam Walton. 
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Charlie and I hope that the per-share earnings of our non-insurance businesses continue to increase at a 
decent rate. But the job gets tougher as the numbers get larger. We will need both good performance from our 
current businesses and more major acquisitions. We’re prepared. Our elephant gun has been reloaded, and my 
trigger finger is itchy. 


Partially offsetting our anchor of size are several important advantages we have. First, we possess a 
cadre of truly skilled managers who have an unusual commitment to their own operations and to Berkshire. 
Many of our CEOs are independently wealthy and work only because they love what they do. They are 
volunteers, not mercenaries. Because no one can offer them a job they would enjoy more, they can’t be lured 
away. 


At Berkshire, managers can focus on running their businesses: They are not subjected to meetings at 
headquarters nor financing worries nor Wall Street harassment. They simply get a letter from me every two years 
(it’s reproduced on pages 104-105) and call me when they wish. And their wishes do differ: There are managers 
to whom I have not talked in the last year, while there is one with whom I talk almost daily. Our trust is in people 
rather than process. A “hire well, manage little” code suits both them and me. 


Berkshire’s CEOs come in many forms. Some have MBAs; others never finished college. Some use 
budgets and are by-the-book types; others operate by the seat of their pants. Our team resembles a baseball squad 
composed of all-stars having vastly different batting styles. Changes in our line-up are seldom required. 


Our second advantage relates to the allocation of the money our businesses earn. After meeting the 
needs of those businesses, we have very substantial sums left over. Most companies limit themselves to 
reinvesting funds within the industry in which they have been operating. That often restricts them, however, to a 
“universe” for capital allocation that is both tiny and quite inferior to what is available in the wider world. 
Competition for the few opportunities that are available tends to become fierce. The seller has the upper hand, as 
a girl might if she were the only female at a party attended by many boys. That lopsided situation would be great 
for the girl, but terrible for the boys. 


At Berkshire we face no institutional restraints when we deploy capital. Charlie and I are limited only 
by our ability to understand the likely future of a possible acquisition. If we clear that hurdle — and frequently we 
can’t — we are then able to compare any one opportunity against a host of others. 


When I took control of Berkshire in 1965, I didn’t exploit this advantage. Berkshire was then only in 
textiles, where it had in the previous decade lost significant money. The dumbest thing I could have done was to 
pursue “opportunities” to improve and expand the existing textile operation — so for years that’s exactly what I 
did. And then, in a final burst of brilliance, I went out and bought another textile company. Aaaaaaargh! 
Eventually I came to my senses, heading first into insurance and then into other industries. 


There is even a supplement to this world-is-our-oyster advantage: In addition to evaluating the 
attractions of one business against a host of others, we also measure businesses against opportunities available in 
marketable securities, a comparison most managements don’t make. Often, businesses are priced ridiculously 
high against what can likely be earned from investments in stocks or bonds. At such moments, we buy securities 
and bide our time. 


Our flexibility in respect to capital allocation has accounted for much of our progress to date. We have 
been able to take money we earn from, say, See’s Candies or Business Wire (two of our best-run businesses, but 
also two offering limited reinvestment opportunities) and use it as part of the stake we needed to buy BNSF. 


Our final advantage is the hard-to-duplicate culture that permeates Berkshire. And in businesses, 
culture counts. 


To start with, the directors who represent you think and act like owners. They receive token 
compensation: no options, no restricted stock and, for that matter, virtually no cash. We do not provide them 
directors and officers liability insurance, a given at almost every other large public company. If they mess up 
with your money, they will lose their money as well. Leaving my holdings aside, directors and their families own 
Berkshire shares worth more than $3 billion. Our directors, therefore, monitor Berkshire’s actions and results 
with keen interest and an owner’s eye. You and I are lucky to have them as stewards. 


This same owner-orientation prevails among our managers. In many cases, these are people who have 
sought out Berkshire as an acquirer for a business that they and their families have long owned. They came to us 
with an owner’s mindset, and we provide an environment that encourages them to retain it. Having managers 
who love their businesses is no small advantage. 


Cultures self-propagate. Winston Churchill once said, “You shape your houses and then they shape 
you.” That wisdom applies to businesses as well. Bureaucratic procedures beget more bureaucracy, and imperial 
corporate palaces induce imperious behavior. (As one wag put it, “You know you’re no longer CEO when you 
get in the back seat of your car and it doesn’t move.”) At Berkshire’s “World Headquarters” our annual rent is 
$270,212. Moreover, the home-office investment in furniture, art, Coke dispenser, lunch room, high-tech 
equipment — you name it — totals $301,363. As long as Charlie and I treat your money as if it were our own, 
Berkshire’s managers are likely to be careful with it as well. 


Our compensation programs, our annual meeting and even our annual reports are all designed with an 
eye to reinforcing the Berkshire culture, and making it one that will repel and expel managers of a different bent. 
This culture grows stronger every year, and it will remain intact long after Charlie and I have left the scene. 


We will need all of the strengths I’ve just described to do reasonably well. Our managers will deliver; 
you can count on that. But whether Charlie and I can hold up our end in capital allocation depends in part on the 
competitive environment for acquisitions. You will get our best efforts. 


GEICO 


Now let me tell you a story that will help you understand how the intrinsic value of a business can far 
exceed its book value. Relating this tale also gives me a chance to relive some great memories. 


Sixty years ago last month, GEICO entered my life, destined to shape it in a huge way. I was then a 
20-year-old graduate student at Columbia, having elected to go there because my hero, Ben Graham, taught a 
once-a-week class at the school. 


One day at the library, I checked out Ben’s entry in Who’s Who in America and found he was 
chairman of Government Employees Insurance Co. (now called GEICO). I knew nothing of insurance and had 
never heard of the company. The librarian, however, steered me to a large compendium of insurers and, after 
reading the page on GEICO, I decided to visit the company. The following Saturday, I boarded an early train for 
Washington. 


Alas, when I arrived at the company’s headquarters, the building was closed. I then rather frantically 
started pounding on a door, until finally a janitor appeared. I asked him if there was anyone in the office I could 
talk to, and he steered me to the only person around, Lorimer Davidson. 


That was my lucky moment. During the next four hours, “Davy” gave me an education about both 
insurance and GEICO. It was the beginning of a wonderful friendship. Soon thereafter, I graduated from 
Columbia and became a stock salesman in Omaha. GEICO, of course, was my prime recommendation, which got 
me off to a great start with dozens of customers. GEICO also jump-started my net worth because, soon after 
meeting Davy, I made the stock 75% of my $9,800 investment portfolio. (Even so, I felt over-diversified.) 


Subsequently, Davy became CEO of GEICO, taking the company to undreamed-of heights before it got 
into trouble in the mid-1970s, a few years after his retirement. When that happened — with the stock falling by 
more than 95% — Berkshire bought about one-third of the company in the market, a position that over the years 
increased to 50% because of GEICO’s repurchases of its own shares. Berkshire’s cost for this half of the business 
was $46 million. (Despite the size of our position, we exercised no control over operations.) 


We then purchased the remaining 50% of GEICO at the beginning of 1996, which spurred Davy, at 95, 
to make a video tape saying how happy he was that his beloved GEICO would permanently reside with 
Berkshire. (He also playfully concluded with, “Next time, Warren, please make an appointment.”’) 


A lot has happened at GEICO during the last 60 years, but its core goal — saving Americans substantial 
money on their purchase of auto insurance — remains unchanged. (Try us at 1-800-847-7536 or 
www.GEICO.com.) In other words, get the policyholder’s business by deserving his business. Focusing on this 
objective, the company has grown to be America’s third-largest auto insurer, with a market share of 8.8%. 


When Tony Nicely, GEICO’s CEO, took over in 1993, that share was 2.0%, a level at which it had 
been stuck for more than a decade. GEICO became a different company under Tony, finding a path to consistent 
growth while simultaneously maintaining underwriting discipline and keeping its costs low. 


Let me quantify Tony’s achievement. When, in 1996, we bought the 50% of GEICO we didn’t already 
own, it cost us about $2.3 billion. That price implied a value of $4.6 billion for 100%. GEICO then had tangible 
net worth of $1.9 billion. 


The excess over tangible net worth of the implied value — $2.7 billion — was what we estimated 
GEICO’s “goodwill” to be worth at that time. That goodwill represented the economic value of the policyholders 
who were then doing business with GEICO. In 1995, those customers had paid the company $2.8 billion in 
premiums. Consequently, we were valuing GEICO’s customers at about 97% (2.7/2.8) of what they were 
annually paying the company. By industry standards, that was a very high price. But GEICO was no ordinary 
insurer: Because of the company’s low costs, its policyholders were consistently profitable and unusually loyal. 


Today, premium volume is $14.3 billion and growing. Yet we carry the goodwill of GEICO on our 
books at only $1.4 billion, an amount that will remain unchanged no matter how much the value of GEICO 
increases. (Under accounting rules, you write down the carrying value of goodwill if its economic value 
decreases, but leave it unchanged if economic value increases.) Using the 97%-of-premium-volume yardstick we 
applied to our 1996 purchase, the real value today of GEICO’s economic goodwill is about $14 billion. And this 
value is likely to be much higher ten and twenty years from now. GEICO - off to a strong start in 2011 — is the 
gift that keeps giving. 


One not-so-small footnote: Under Tony, GEICO has developed one of the country’s largest personal- 
lines insurance agencies, which primarily sells homeowners policies to our GEICO auto insurance customers. In 
this business, we represent a number of insurers that are not affiliated with us. They take the risk; we simply sign 
up the customers. Last year we sold 769,898 new policies at this agency operation, up 34% from the year before. 
The obvious way this activity aids us is that it produces commission revenue; equally important is the fact that it 
further strengthens our relationship with our policyholders, helping us retain them. 


I owe an enormous debt to Tony and Davy (and, come to think of it, to that janitor as well). 


Now, let’s examine the four major sectors of Berkshire. Each has vastly different balance sheet and 
income characteristics from the others. Lumping them together therefore impedes analysis. So we’ll present them 
as four separate businesses, which is how Charlie and I view them. 


We will look first at insurance, Berkshire’s core operation and the engine that has propelled our 
expansion over the years. 


Insurance 


Property-casualty (“P/C’”) insurers receive premiums upfront and pay claims later. In extreme cases, 
such as those arising from certain workers’ compensation accidents, payments can stretch over decades. This 
collect-now, pay-later model leaves us holding large sums — money we call “float” — that will eventually go to 
others. Meanwhile, we get to invest this float for Berkshire’s benefit. Though individual policies and claims 
come and go, the amount of float we hold remains remarkably stable in relation to premium volume. 
Consequently, as our business grows, so does our float. And how we have grown: Just take a look at the 
following table: 


Float 
Yearend (in $ millions) 
VOTO! gcd-pisesscte toes Gini Ge arson 8 Wane tae Pa eee $ 39 
WOSO: ges taper asane eperceaer ah Ganda tye tetere men ee aa eesead teed 237 
1990) iced aad haces ban enbd a bid toteee es vee 1,632 
DODO! occa g tech to asa tra ptndea tiesnoss eden dod anki Get b Bydtcagheat 27,871 
DOV! eccrine vided she Mion wei 6 WARE RAG hauls os aS eee 65,832 


If our premiums exceed the total of our expenses and eventual losses, we register an underwriting profit 
that adds to the investment income that our float produces. When such a profit occurs, we enjoy the use of free 
money — and, better yet, get paid for holding it. Alas, the wish of all insurers to achieve this happy result creates 
intense competition, so vigorous in most years that it causes the P/C industry as a whole to operate at a 
significant underwriting Joss. This loss, in effect, is what the industry pays to hold its float. For example, State 
Farm, by far the country’s largest insurer and a well-managed company, has incurred an underwriting loss in 
seven of the last ten years. During that period, its aggregate underwriting loss was more than $20 billion. 


At Berkshire, we have now operated at an underwriting profit for eight consecutive years, our total 
underwriting gain for the period having been $17 billion. I believe it likely that we will continue to underwrite 
profitably in most — though certainly not all — future years. If we accomplish that, our float will be better than 
cost-free. We will benefit just as we would if some party deposited $66 billion with us, paid us a fee for holding 
its money and then let us invest its funds for our own benefit. 
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Let me emphasize again that cost-free float is not an outcome to be expected for the P/C industry as a 
whole: In most years, industry premiums have been inadequate to cover claims plus expenses. Consequently, the 
industry’s overall return on tangible equity has for many decades fallen far short of the average return realized by 
American industry, a sorry performance almost certain to continue. Berkshire’s outstanding economics exist only 
because we have some terrific managers running some unusual businesses. We’ve already told you about GEICO, 
but we have two other very large operations, and a bevy of smaller ones as well, each a star in its own way. 
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First off is the Berkshire Hathaway Reinsurance Group, run by Ajit Jain. Ajit insures risks that no one 
else has the desire or the capital to take on. His operation combines capacity, speed, decisiveness and, most 
importantly, brains in a manner that is unique in the insurance business. Yet he never exposes Berkshire to risks 
that are inappropriate in relation to our resources. Indeed, we are far more conservative than most large insurers 
in that respect. In the past year, Ajit has significantly increased his life reinsurance operation, developing annual 
premium volume of about $2 billion that will repeat for decades. 


From a standing start in 1985, Ajit has created an insurance business with float of $30 billion and 
significant underwriting profits, a feat that no CEO of any other insurer has come close to matching. By his 
accomplishments, he has added a great many billions of dollars to the value of Berkshire. Even kryptonite 
bounces off Ajit. 
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We have another insurance powerhouse in General Re, managed by Tad Montross. 


At bottom, a sound insurance operation requires four disciplines: (1) An understanding of all exposures 
that might cause a policy to incur losses; (2) A conservative evaluation of the likelihood of any exposure actually 
causing a loss and the probable cost if it does; (3) The setting of a premium that will deliver a profit, on average, 
after both prospective loss costs and operating expenses are covered; and (4) The willingness to walk away if the 
appropriate premium can’t be obtained. 


Many insurers pass the first three tests and flunk the fourth. The urgings of Wall Street, pressures from 
the agency force and brokers, or simply a refusal by a testosterone-driven CEO to accept shrinking volumes has 
led too many insurers to write business at inadequate prices. “The other guy is doing it so we must as well” spells 
trouble in any business, but none more so than insurance. 


Tad has observed all four of the insurance commandments, and it shows in his results. General Re’s huge 
float has been better than cost-free under his leadership, and we expect that, on average, it will continue to be. 


Finally, we own a group of smaller companies, most of them specializing in odd corners of the 
insurance world. In aggregate, their results have consistently been profitable and, as the table below shows, the 


float they provide us is substantial. Charlie and I treasure these companies and their managers. 


Here is the record of all four segments of our property-casualty and life insurance businesses: 


Underwriting Profit Yearend Float 
(in millions) 

Insurance Operations 2010 2009 2010 2009 
Getietal RE 0. dite. danas aha ee ee $ 452 $ 477 $20,049 $21,014 
BH Reinsurance ................0. 176 250 30,370 21,793 
GEICO), 6 ia iyi sealees chad eaeid 1,117 649 10,272 9,613 
Other Primary ................... 268 84 5,141 5,061 

$2,013 $1,460 $65,832 $63,441 


Among large insurance operations, Berkshire’s impresses me as the best in the world. 
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Manufacturing, Service and Retailing Operations 


Our activities in this part of Berkshire cover the waterfront. Let’s look, though, at a summary balance 
sheet and earnings statement for the entire group. 


Balance Sheet 12/31/10 (in millions) 


Assets Liabilities and Equity 

Cash and equivalents ................. $ 2,673 Notes payable .................00005. $ 1,805 

Accounts and notes receivable .......... 5,396 Other current liabilities ............... 8,169 

DWE Serisar saree nits iacrmen 7,101 Total current liabilities .............06. 9,974 

Other current assets ...............00. 550 

Total current assets ...............000. 15,720 

Goodwill and other intangibles ......... 16,976 Deferred taxes. fic sanwneiyecawe cad < 3,001 

D Gib, C10 1) (jo 15,421 Term debt and other liabilities .......... 6,621 

OUER ASSES: 2 fcee edd acre eeend cu bee Be 3,029 EQUITY %. eictcd, sesp ee te weet aaa es 31,550 
$51,146 $51,146 


2010 2009 2008 


ReVenueS 20... 0. ccc ee cet cee ene e teen nets eneeneas $66,610 $61,665 $66,099 
Operating expenses (including depreciation of $1,362 in 2010, $1,422 in 2009 

and ’$1280:n, 2008): s, 2.3245; h. ec deals heb ae 2b se tcw gy av ecacncdy Sod ea idee eels wl 62,225 59,509 61,937 
Interest expense ici. vadtses pawddhe ities dees Ghee gapedew ees 111 98 139 
PHeAaXiCaMIN OS: vsiaisne a lasale gaara ved quate deharare gop ale aralay Mara pegraiare Garanetad oa ate walaatee 4,274* 2,058* 4,023* 
Income taxes and non-controlling interests ...... 0.0... ee eee eee eee 1,812 945 1,740 
Netearmings: ck ciasiand ogg oades Yohaedsdnen Maa eee ahceaesare Kaen’ « $ 2,462 $ 1,113 $ 2,283 


*Does not include purchase-accounting adjustments. 


This group of companies sells products ranging from lollipops to jet airplanes. Some of the businesses 
enjoy terrific economics, measured by earnings on unleveraged net tangible assets that run from 25% after-tax to 
more than 100%. Others produce good returns in the area of 12-20%. Unfortunately, a few have very poor 
returns, a result of some serious mistakes I have made in my job of capital allocation. These errors came about 
because I misjudged either the competitive strength of the business I was purchasing or the future economics of 
the industry in which it operated. I try to look out ten or twenty years when making an acquisition, but sometimes 
my eyesight has been poor. 


Most of the companies in this section improved their earnings last year and four set records. Let’s look 
first at the record-breakers. 


e TTI our electronic components distributor, had sales 21% above its previous high (recorded in 2008) 
and pre-tax earnings that topped its earlier record by 58%. Its sales gains spanned three continents, with 
North America at 16%, Europe at 26%, and Asia at 50%. The thousands of items TTI distributes are 
pedestrian, many selling for less than a dollar. The magic of TTI’s exceptional performance is created 
by Paul Andrews, its CEO, and his associates. 
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¢ Forest River, our RV and boat manufacturer, had record sales of nearly $2 billion and record earnings 
as well. Forest River has 82 plants, and I have yet to visit one (or the home office, for that matter). 
There’s no need; Pete Liegl, the company’s CEO, runs a terrific operation. Come view his products at 
the annual meeting. Better yet, buy one. 


e CTB, our farm-equipment company, again set an earnings record. I told you in the 2008 Annual Report 
about Vic Mancinelli, the company’s CEO. He just keeps getting better. Berkshire paid $140 million 
for CTB in 2002. It has since paid us dividends of $160 million and eliminated $40 million of debt. 
Last year it earned $106 million pre-tax. Productivity gains have produced much of this increase. When 
we bought CTB, sales per employee were $189,365; now they are $405,878. 


e Would you believe shoes? H. H. Brown, run by Jim Issler and best known for its Born brand, set a new 
record for sales and earnings (helped by its selling 1,110 pairs of shoes at our annual meeting). Jim has 
brilliantly adapted to major industry changes. His work, I should mention, is overseen by Frank 
Rooney, 89, a superb businessman and still a dangerous fellow with whom to have a bet on the golf 
course. 


A huge story in this sector’s year-to-year improvement occurred at NetJets. I can’t overstate the 
breadth and importance of Dave Sokol’s achievements at this company, the leading provider of fractional 
ownership of jet airplanes. NetJets has long been an operational success, owning a 2010 market share five times 
that of its nearest competitor. Our overwhelming leadership stems from a wonderful team of pilots, mechanics 
and service personnel. This crew again did its job in 2010, with customer satisfaction, as delineated in our regular 
surveys, hitting new highs. 


Even though NetJets was consistently a runaway winner with customers, our financial results, since its 
acquisition in 1998, were a failure. In the 11 years through 2009, the company reported an aggregate pre-tax loss 
of $157 million, a figure that was far understated since borrowing costs at NetJets were heavily subsidized by its 
free use of Berkshire’s credit. Had NetJets been operating on a stand-alone basis, its loss over the years would 
have been several hundreds of millions greater. 


We are now charging NetJets an appropriate fee for Berkshire’s guarantee. Despite this fee (which 
came to $38 million in 2010), NetJets earned $207 million pre-tax in 2010, a swing of $918 million from 2009. 
Dave’s quick restructuring of management and the company’s rationalization of its purchasing and spending 
policies has ended the hemorrhaging of cash and turned what was Berkshire’s only major business problem into a 
solidly profitable operation. 


Dave has meanwhile maintained NetJets’ industry-leading reputation for safety and service. In many 
important ways, our training and operational standards are considerably stronger than those required by the FAA. 
Maintaining top-of-the-line standards is the right thing to do, but I also have a selfish reason for championing this 
policy. My family and I have flown more than 5,000 hours on NetJets (that’s equal to being airborne 24 hours a 
day for seven months) and will fly thousands of hours more in the future. We receive no special treatment and 
have used a random mix of at least 100 planes and 300 crews. Whichever the plane or crew, we always know we 
are flying with the best-trained pilots in private aviation. 


The largest earner in our manufacturing, service and retailing sector is Marmon, a collection of 130 
businesses. We will soon increase our ownership in this company to 80% by carrying out our scheduled purchase 
of 17% of its stock from the Pritzker family. The cost will be about $1.5 billion. We will then purchase the 
remaining Pritzker holdings in 2013 or 2014, whichever date is selected by the family. Frank Ptak runs Marmon 
wonderfully, and we look forward to 100% ownership. 
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Next to Marmon, the two largest earners in this sector are Iscar and McLane. Both had excellent years. 
In 2010, Grady Rosier’s McLane entered the wine and spirits distribution business to supplement its $32 billion 
operation as a distributor of food products, cigarettes, candy and sundries. In purchasing Empire Distributors, an 
operator in Georgia and North Carolina, we teamed up with David Kahn, the company’s dynamic CEO. David is 
leading our efforts to expand geographically. By yearend he had already made his first acquisition, Horizon Wine 
and Spirits in Tennessee. 


At Iscar, profits were up 159% in 2010, and we may well surpass pre-recession levels in 2011. Sales 
are improving throughout the world, particularly in Asia. Credit Eitan Wertheimer, Jacob Harpaz and Danny 
Goldman for an exceptional performance, one far superior to that of Iscar’s main competitors. 


All that is good news. Our businesses related to home construction, however, continue to struggle. 
Johns Manville, MiTek, Shaw and Acme Brick have maintained their competitive positions, but their profits are 
far below the levels of a few years ago. Combined, these operations earned $362 million pre-tax in 2010 
compared to $1.3 billion in 2006, and their employment has fallen by about 9,400. 


A housing recovery will probably begin within a year or so. In any event, it is certain to occur at some 
point. Consequently: (1) At MiTek, we have made, or committed to, five bolt-on acquisitions during the past 
eleven months; (2) At Acme, we just recently acquired the leading manufacturer of brick in Alabama for 
$50 million; (3) Johns Manville is building a $55 million roofing membrane plant in Ohio, to be completed next 
year; and (4) Shaw will spend $200 million in 2011 on plant and equipment, all of it situated in America. These 
businesses entered the recession strong and will exit it stronger. At Berkshire, our time horizon is forever. 


Regulated, Capital-Intensive Businesses 


We have two very large businesses, BNSF and MidAmerican Energy, with important common 
characteristics that distinguish them from our many others. Consequently, we give them their own sector in this 
letter and split out their financial statistics in our GAAP balance sheet and income statement. 


A key characteristic of both companies is the huge investment they have in very long-lived, regulated 
assets, with these funded by large amounts of long-term debt that is not guaranteed by Berkshire. Our credit is 
not needed: Both businesses have earning power that, even under very adverse business conditions, amply covers 
their interest requirements. For example, in recessionary 2010 with BNSF’s car loadings far off peak levels, the 
company’s interest coverage was 6:1. 


Both companies are heavily regulated, and both will have a never-ending need to make major 
investments in plant and equipment. Both also need to provide efficient, customer-satisfying service to earn the 
respect of their communities and regulators. In return, both need to be assured that they will be allowed to earn 
reasonable earnings on future capital investments. 


Earlier I explained just how important railroads are to our country’s future. Rail moves 42% of 
America’s inter-city freight, measured by ton-miles, and BNSF moves more than any other railroad — about 28% 
of the industry total. A little math will tell you that more than 11% of all inter-city ton-miles of freight in the U.S. 
is transported by BNSF. Given the shift of population to the West, our share may well inch higher. 


All of this adds up to a huge responsibility. We are a major and essential part of the American 
economy’s circulatory system, obliged to constantly maintain and improve our 23,000 miles of track along with 
its ancillary bridges, tunnels, engines and cars. In carrying out this job, we must anticipate society’s needs, not 
merely react to them. Fulfilling our societal obligation, we will regularly spend far more than our depreciation, 
with this excess amounting to $2 billion in 2011. I’m confident we will earn appropriate returns on our huge 
incremental investments. Wise regulation and wise investment are two sides of the same coin. 


At MidAmerican, we participate in a similar “social compact.” We are expected to put up ever- 
increasing sums to satisfy the future needs of our customers. If we meanwhile operate reliably and efficiently, we 
know that we will obtain a fair return on these investments. 
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MidAmerican supplies 2.4 million customers in the U.S. with electricity, operating as the largest 
supplier in Iowa, Wyoming and Utah and as an important provider in other states as well. Our pipelines transport 
8% of the country’s natural gas. Obviously, many millions of Americans depend on us every day. 


MidAmerican has delivered outstanding results for both its owners (Berkshire’s interest is 89.8%) and its 
customers. Shortly after MidAmerican purchased Northern Natural Gas pipeline in 2002, that company’s 
performance as a pipeline was rated dead last, 43 out of 43, by the leading authority in the field. In the most recent 
report published, Northern Natural was ranked second. The top spot was held by our other pipeline, Kern River. 


In its electric business, MidAmerican has a comparable record. Iowa rates have not increased since we 
purchased our operation there in 1999. During the same period, the other major electric utility in the state has 
raised prices more than 70% and now has rates far above ours. In certain metropolitan areas in which the two 
utilities operate side by side, electric bills of our customers run far below those of their neighbors. I am told that 
comparable houses sell at higher prices in these cities if they are located in our service area. 


MidAmerican will have 2,909 megawatts of wind generation in operation by the end of 2011, more 
than any other regulated electric utility in the country. The total amount that MidAmerican has invested or 
committed to wind is a staggering $5.4 billion. We can make this sort of investment because MidAmerican 
retains all of its earnings, unlike other utilities that generally pay out most of what they earn. 


As you can tell by now, I am proud of what has been accomplished for our society by Matt Rose at 
BNSF and by David Sokol and Greg Abel at MidAmerican. I am also both proud and grateful for what they have 
accomplished for Berkshire shareholders. Below are the relevant figures: 


MidAmerican Earnings (in millions) 
2010 2009 
MUR HTS SS Sse Sects ic sie ose Phen Wee tata and Yee At oe ee a ae epee e Teaen aM gue eee bae eee $ 333 $ 248 
ToWa Uttty: scout Qaneateaba hs ag eee Heder ae he eae a Ser ees deere de 279 285 
Westen tilts)”. s:.02- Seo. 2.5 ater doe waters Grades shaded ances daw tid dae 783 788 
PIPCMES: 3:6. dsb. a Quetta ew bea MO aaa eee Ca sed dee deed ee 378 457 
FIGIMESCLVICES: -ss3 5.0 se oer 2 ddaetear da exe aioss Cpecdeela sie ade eaves dae Saxe Sid daa eee 42 43 
Other (Net): ci cds oe See cee eke attend dé onde Sot yhenwits hae tees b/ a eee 47 25 
Operating earnings before corporate interest and taxes ........... 0.0.0.0... 0000005 1,862 1,846 
Interest, other than to Berkshire ........ 0.0.0... (323) (318) 
Interest on Berkshire junior debt ........ 0.0... cece eee een ene (30) (58) 
WM COMIC HA esos cto ese oh eee Gecsantie ears deen ean yh arated aw trace apd tee (271) (313) 
Net Garmin gS 1.66006 Sea a teea ead Reed da etd a bd se ee wad Hou e eed teen $1,238 $1,157 
Earnings applicable to Berkshire* 1.1.0... 0.0 cece eee nes $1,131 $1,071 


*Includes interest earned by Berkshire (net of related income taxes) of $19 in 2010 and $38 in 2009. 


BNSF 
(Historical accounting through 2/12/10; purchase accounting subsequently) (in millions) 
2010 2009 

REVENUES 2 370.4 4a o ct tons bodies nace we ne we ere See ee teas eae oid marta ae $16,850 $14,016 
Operating Carmmings: 225.0% ccs deste tseg reed tadvad oes eee sd ede Saeed 4,495 3,254 
Interest: (NGt) ce. 3. oduct akc wean Be Ed Ree RRS ORO bkee ee ead 507 613 
Pré-Tax Carmine s. 3.6%. cc-45 con wide a eee ealeh bbe RASS SOs MEd oat 3,988 2,641 
NGteamingS:. 6.2.65 tankberos anes 445 dt eed be hd ORR EEG Shee Eee 2,459 1721 
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Finance and Financial Products 


This, our smallest sector, includes two rental companies, XTRA (trailers) and CORT (furniture), and 
Clayton Homes, the country’s leading producer and financer of manufactured homes. 


Both of our leasing businesses improved their performances last year, albeit from a very low base. 
XTRA increased the utilization of its equipment from 63% in 2009 to 75% in 2010, thereby raising pre-tax 
earnings to $35 million from $17 million in 2009. CORT experienced a pickup in business as the year progressed 
and also significantly tightened its operations. The combination increased its pre-tax results from a loss of 
$3 million in 2009 to $18 million of profit in 2010. 


At Clayton, we produced 23,343 homes, 47% of the industry’s total of 50,046. Contrast this to the peak 
year of 1998, when 372,843 homes were manufactured. (We then had an industry share of 8%.) Sales would have 
been terrible last year under any circumstances, but the financing problems I commented upon in the 2009 report 
continue to exacerbate the distress. To explain: Home-financing policies of our government, expressed through 
the loans found acceptable by FHA, Freddie Mac and Fannie Mae, favor site-built homes and work to negate the 
price advantage that manufactured homes offer. 


We finance more manufactured-home buyers than any other company. Our experience, therefore, 
should be instructive to those parties preparing to overhaul our country’s home-loan practices. Let’s take a look. 


Clayton owns 200,804 mortgages that it originated. (It also has some mortgage portfolios that it 
purchased.) At the origination of these contracts, the average FICO score of our borrowers was 648, and 47% 
were 640 or below. Your banker will tell you that people with such scores are generally regarded as questionable 
credits. 


Nevertheless, our portfolio has performed well during conditions of stress. Here’s our loss experience 
during the last five years for originated loans: 


Net Losses as a Percentage 


Year of Average Loans 
2OOG is. a28 5 soaech ears a, gh Mirena hE See 1.53% 
2007 acct incre stdea saemenedss 1.27% 
DOOB 5 6 t.0 Shed ne aden. wn 'e!S. 8 atone » ances 4 1.17% 
2009 oa. oid « btsuganeté ROG esd MA BOs ees 1.86% 
DOW en scoe viele BAS etch boy wed eenen deb & Boe Sch 1.72% 


Our borrowers get in trouble when they lose their jobs, have health problems, get divorced, etc. The 
recession has hit them hard. But they want to stay in their homes, and generally they borrowed sensible amounts 
in relation to their income. In addition, we were keeping the originated mortgages for our own account, which 
means we were not securitizing or otherwise reselling them. If we were stupid in our lending, we were going to 
pay the price. That concentrates the mind. 


If home buyers throughout the country had behaved like our buyers, America would not have had the 
crisis that it did. Our approach was simply to get a meaningful down-payment and gear fixed monthly payments 
to a sensible percentage of income. This policy kept Clayton solvent and also kept buyers in their homes. 


Home ownership makes sense for most Americans, particularly at today’s lower prices and bargain 
interest rates. All things considered, the third best investment I ever made was the purchase of my home, though I 
would have made far more money had I instead rented and used the purchase money to buy stocks. (The two best 
investments were wedding rings.) For the $31,500 I paid for our house, my family and I gained 52 years of 
terrific memories with more to come. 
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But a house can be a nightmare if the buyer’s eyes are bigger than his wallet and if a lender — often 
protected by a government guarantee — facilitates his fantasy. Our country’s social goal should not be to put 
families into the house of their dreams, but rather to put them into a house they can afford. 


Investments 


Below we show our common stock investments that at yearend had a market value of more than 
$1 billion. 


12/31/10 
Percentage of 
Company 
Shares Company Owned Cost * Market 
(in millions) 
151,610,700 American Express Company................20000005 12.6 $ 1,287 $ 6,507 
225,000,000 BYD Company, Ltd. .............. 0.0.0.0 00 eee eee 9.9 232 1,182 
200,000,000 The Coca-Cola Company ....................00000. 8.6 1,299 = 13,154 
29,109,637 ConocoPhillips .............. 0.00 e ee eee 2.0 2,028 1,982 
45,022,563 Johnson & Johnson .......... 0.0.00. eee 1.6 2,749 2,785 
97,214,584 Kraft Foods Ine, i244 .scd08 obeidand deed ese bau bees 5.6 3,207 3,063 
TO259.600% MiINICHOR Gino's ante cosa desea eth ese tentege na dee Qetinete ok nee wie 10.5 2,896 2,924 
3,947,555. .POSCO siccascidineiee ie eeeaas whee diese deed 4.6 768 1,706 
72,391,036 The Procter & Gamble Company .................-.. 2.6 464 4,657 
25,848,838 Sanofi-Aventis ....... 0.0.0... eee 2.0 2,060 1,656 
242,163,713: “Tesco ple~s ov cnce cys Seek eonlnde enh nae sea awe 3.0 1,414 1,608 
78,060,769 U.S. Bancorp ....... 0.0... cee eee 4.1 2,401 2,105 
39,037,142 Wal-Mart Stores, Inc. 2.0.0... 0.0... cece eee 1.1 1,893 2,105 
358,936,125 Wells Fargo & Company ....................00000. 6.8 8,015 = 11,123 
COUMETS:: ses, spice ead A Bed ese a etre ets a debt d aaieeiend ae ie 3,020 4,956 
Total Common Stocks Carried at Market .............. $33,733 $61,513 


*This is our actual purchase price and also our tax basis; GAAP “cost” differs in a few cases because of 
write-ups or write-downs that have been required. 


In our reported earnings we reflect only the dividends our portfolio companies pay us. Our share of the 
undistributed earnings of these investees, however, was more than $2 billion last year. These retained earnings 
are important. In our experience — and, for that matter, in the experience of investors over the past century — 
undistributed earnings have been either matched or exceeded by market gains, albeit in a highly irregular manner. 
(Indeed, sometimes the correlation goes in reverse. As one investor said in 2009: “This is worse than divorce. 
I’ve lost half my net worth — and I still have my wife.’’) In the future, we expect our market gains to eventually at 
least equal the earnings our investees retain. 


In our earlier estimate of Berkshire’s normal earning power, we made three adjustments that relate to 
future investment income (but did not include anything for the undistributed earnings factor I have just 
described). 


The first adjustment was decidedly negative. Last year, we discussed five large fixed-income 
investments that have been contributing substantial sums to our reported earnings. One of these — our Swiss Re 
note — was redeemed in the early days of 2011, and two others — our Goldman Sachs and General Electric 
preferred stocks — are likely to be gone by yearend. General Electric is entitled to call our preferred in October 
and has stated its intention to do so. Goldman Sachs has the right to call our preferred on 30 days notice, but has 
been held back by the Federal Reserve (bless it!), which unfortunately will likely give Goldman the green light 
before long. 
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All three of the companies redeeming must pay us a premium to do so — in aggregate about $1.4 billion — 
but all of the redemptions are nevertheless unwelcome. After they occur, our earning power will be significantly 
reduced. That’s the bad news. 


There are two probable offsets. At yearend we held $38 billion of cash equivalents that have been 
earning a pittance throughout 2010. At some point, however, better rates will return. They will add at least 
$500 million — and perhaps much more — to our investment income. That sort of increase in money-market yields 
is unlikely to come soon. It is appropriate, nevertheless, for us to include improved rates in an estimate of 
“normal” earning power. Even before higher rates come about, furthermore, we could get lucky and find an 
opportunity to use some of our cash hoard at decent returns. That day can’t come too soon for me: To update 
Aesop, a girl in a convertible is worth five in the phone book. 


In addition, dividends on our current common stock holdings will almost certainly increase. The largest 
gain is likely to come at Wells Fargo. The Federal Reserve, our friend in respect to Goldman Sachs, has frozen 
dividend levels at major banks, whether strong or weak, during the last two years. Wells Fargo, though 
consistently prospering throughout the worst of the recession and currently enjoying enormous financial strength 
and earning power, has therefore been forced to maintain an artificially low payout. (We don’t fault the Fed: For 
various reasons, an across-the-board freeze made sense during the crisis and its immediate aftermath.) 


At some point, probably soon, the Fed’s restrictions will cease. Wells Fargo can then reinstate the 
rational dividend policy that its owners deserve. At that time, we would expect our annual dividends from just 
this one security to increase by several hundreds of millions of dollars annually. 


Other companies we hold are likely to increase their dividends as well. Coca-Cola paid us $88 million 
in 1995, the year after we finished purchasing the stock. Every year since, Coke has increased its dividend. In 
2011, we will almost certainly receive $376 million from Coke, up $24 million from last year. Within ten years, I 
would expect that $376 million to double. By the end of that period, I wouldn’t be surprised to see our share of 
Coke’s annual earnings exceed 100% of what we paid for the investment. Time is the friend of the wonderful 
business. 


Overall, I believe our “normal” investment income will at least equal what we realized in 2010, though 
the redemptions I described will cut our take in 2011 and perhaps 2012 as well. 


Last summer, Lou Simpson told me he wished to retire. Since Lou was a mere 74 — an age Charlie and 
I regard as appropriate only for trainees at Berkshire — his call was a surprise. 


Lou joined GEICO as its investment manager in 1979, and his service to that company has been 
invaluable. In the 2004 Annual Report, I detailed his record with equities, and I have omitted updates only 
because his performance made mine look bad. Who needs that? 


Lou has never been one to advertise his talents. But I will: Simply put, Lou is one of the investment 
greats. We will miss him. 


Four years ago, I told you that we needed to add one or more younger investment managers to carry on 
when Charlie, Lou and I weren’t around. At that time we had multiple outstanding candidates immediately 
available for my CEO job (as we do now), but we did not have backup in the investment area. 


It’s easy to identify many investment managers with great recent records. But past results, though 
important, do not suffice when prospective performance is being judged. How the record has been achieved is 
crucial, as is the manager’s understanding of — and sensitivity to — risk (which in no way should be measured by 
beta, the choice of too many academics). In respect to the risk criterion, we were looking for someone with a 
hard-to-evaluate skill: the ability to anticipate the effects of economic scenarios not previously observed. Finally, 
we wanted someone who would regard working for Berkshire as far more than a job. 
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When Charlie and I met Todd Combs, we knew he fit our requirements. Todd, as was the case with 
Lou, will be paid a salary plus a contingent payment based on his performance relative to the S&P. We have 
arrangements in place for deferrals and carryforwards that will prevent see-saw performance being met by 
undeserved payments. The hedge-fund world has witnessed some terrible behavior by general partners who have 
received huge payouts on the upside and who then, when bad results occurred, have walked away rich, with their 
limited partners losing back their earlier gains. Sometimes these same general partners thereafter quickly started 
another fund so that they could immediately participate in future profits without having to overcome their past 
losses. Investors who put money with such managers should be labeled patsies, not partners. 


As long as I am CEO, I will continue to manage the great majority of Berkshire’s holdings, both bonds 
and equities. Todd initially will manage funds in the range of one to three billion dollars, an amount he can reset 
annually. His focus will be equities but he is not restricted to that form of investment. (Fund consultants like to 


require style boxes such as “long-short,” “macro,” “international equities.” At Berkshire our only style box is 
“smart.”’) 


Over time, we may add one or two investment managers if we find the right individuals. Should we do 
that, we will probably have 80% of each manager’s performance compensation be dependent on his or her own 
portfolio and 20% on that of the other manager(s). We want a compensation system that pays off big for 
individual success but that also fosters cooperation, not competition. 


When Charlie and I are no longer around, our investment manager(s) will have responsibility for the 
entire portfolio in a manner then set by the CEO and Board of Directors. Because good investors bring a useful 
perspective to the purchase of businesses, we would expect them to be consulted — but not to have a vote — on the 
wisdom of possible acquisitions. In the end, of course, the Board will make the call on any major acquisition. 


One footnote: When we issued a press release about Todd’s joining us, a number of commentators 
pointed out that he was “little-known” and expressed puzzlement that we didn’t seek a “big-name.” I wonder 
how many of them would have known of Lou in 1979, Ajit in 1985, or, for that matter, Charlie in 1959. Our goal 
was to find a 2-year-old Secretariat, not a 10-year-old Seabiscuit. (Whoops — that may not be the smartest 
metaphor for an 80-year-old CEO to use.) 


Derivatives 


Two years ago, in the 2008 Annual Report, I told you that Berkshire was a party to 251 derivatives 
contracts (other than those used for operations at our subsidiaries, such as MidAmerican, and the few left over at 
Gen Re). Today, the comparable number is 203, a figure reflecting both a few additions to our portfolio and the 
unwinding or expiration of some contracts. 


Our continuing positions, all of which I am personally responsible for, fall largely into two categories. 
We view both categories as engaging us in insurance-like activities in which we receive premiums for assuming 
risks that others wish to shed. Indeed, the thought processes we employ in these derivatives transactions are 
identical to those we use in our insurance business. You should also understand that we get paid up-front when 
we enter into the contracts and therefore run no counterparty risk. That’s important. 


Our first category of derivatives consists of a number of contracts, written in 2004-2008, that required 
payments by us if there were bond defaults by companies included in certain high-yield indices. With minor 
exceptions, we were exposed to these risks for five years, with each contract covering 100 companies. 


In aggregate, we received premiums of $3.4 billion for these contracts. When I originally told you in 
our 2007 Annual Report about them, I said that I expected the contracts would deliver us an “underwriting 
profit,” meaning that our losses would be less than the premiums we received. In addition, I said we would 
benefit from the use of float. 
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Subsequently, as you know too well, we encountered both a financial panic and a severe recession. A 
number of the companies in the high-yield indices failed, which required us to pay losses of $2.5 billion. Today, 
however, our exposure is largely behind us because most of our higher-risk contracts have expired. Consequently, it 
appears almost certain that we will earn an underwriting profit as we originally anticipated. In addition, we have had 
the use of interest-free float that averaged about $2 billion over the life of the contracts. In short, we charged the 
right premium, and that protected us when business conditions turned terrible three years ago. 


Our other large derivatives position — whose contracts go by the name of “equity puts” — involves 
insurance we wrote for parties wishing to protect themselves against a possible decline in equity prices in the 
U.S., U.K., Europe and Japan. These contracts are tied to various equity indices, such as the S&P 500 in the U.S. 
and the FTSE 100 in the U.K. In the 2004-2008 period, we received $4.8 billion of premiums for 47 of these 
contracts, most of which ran for 15 years. On these contracts, only the price of the indices on the termination date 
counts: No payments can be required before then. 


As a first step in updating you about these contracts, I can report that late in 2010, at the instigation of 
our counterparty, we unwound eight contracts, all of them due between 2021 and 2028. We had originally 
received $647 million in premiums for these contracts, and the unwinding required us to pay $425 million. 
Consequently, we realized a gain of $222 million and also had the interest-free and unrestricted use of that 
$647 million for about three years. 


Those 2010 transactions left us with 39 equity put contracts remaining on our books at yearend. On 
these, at their initiation, we received premiums of $4.2 billion. 


The future of these contracts is, of course, uncertain. But here is one perspective on them. If the prices 
of the relevant indices are the same at the contract expiration dates as these prices were on December 31, 2010 — 
and foreign exchange rates are unchanged — we would owe $3.8 billion on expirations occurring from 2018 to 
2026. You can call this amount “settlement value.” 


On our yearend balance sheet, however, we carry the liability for those remaining equity puts at 
$6.7 billion. In other words, if the prices of the relevant indices remain unchanged from that date, we will record 
a $2.9 billion gain in the years to come, that being the difference between the liability figure of $6.7 billion and 
the settlement value of $3.8 billion. I believe that equity prices will very likely increase and that our liability will 
fall significantly between now and settlement date. If so, our gain from this point will be even greater. But that, 
of course, is far from a sure thing. 


What is sure is that we will have the use of our remaining “float” of $4.2 billion for an average of about 
10 more years. (Neither this float nor that arising from the high-yield contracts is included in the insurance float 
figure of $66 billion.) Since money is fungible, think of a portion of these funds as contributing to the purchase 
of BNSF. 


As I have told you before, almost all of our derivatives contracts are free of any obligation to post 
collateral — a fact that cut the premiums we could otherwise have charged. But that fact also left us feeling 
comfortable during the financial crisis, allowing us in those days to commit to some advantageous purchases. 
Foregoing some additional derivatives premiums proved to be well worth it. 


On Reporting and Misreporting: The Numbers That Count and Those That Don’t 


Earlier in this letter, I pointed out some numbers that Charlie and I find useful in valuing Berkshire and 
measuring its progress. 


Let’s focus here on a number we omitted, but which many in the media feature above all others: net 
income. Important though that number may be at most companies, it is almost always meaningless at Berkshire. 
Regardless of how our businesses might be doing, Charlie and I could — quite legally — cause net income in any 
given period to be almost any number we would like. 
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We have that flexibility because realized gains or losses on investments go into the net income figure, 
whereas unrealized gains (and, in most cases, losses) are excluded. For example, imagine that Berkshire had a 
$10 billion increase in unrealized gains in a given year and concurrently had $1 billion of realized losses. Our net 
income — which would count only the loss — would be reported as Jess than our operating income. If we had 
meanwhile realized gains in the previous year, headlines might proclaim that our earnings were down X% when 
in reality our business might be much improved. 


If we really thought net income important, we could regularly feed realized gains into it simply because 
we have a huge amount of unrealized gains upon which to draw. Rest assured, though, that Charlie and I have 
never sold a security because of the effect a sale would have on the net income we were soon to report. We both 
have a deep disgust for “game playing” with numbers, a practice that was rampant throughout corporate America 
in the 1990s and still persists, though it occurs less frequently and less blatantly than it used to. 


Operating earnings, despite having some shortcomings, are in general a reasonable guide as to how our 
businesses are doing. Ignore our net income figure, however. Regulations require that we report it to you. But if 
you find reporters focusing on it, that will speak more to their performance than ours. 


Both realized and unrealized gains and losses are fully reflected in the calculation of our book value. 
Pay attention to the changes in that metric and to the course of our operating earnings, and you will be on the 
right track. 


HK Kk oR ok ok ok ok Ok ck ck ok 


As ap.s., [can’t resist pointing out just how capricious reported net income can be. Had our equity puts 
had a termination date of June 30, 2010, we would have been required to pay $6.4 billion to our counterparties at 
that date. Security prices then generally rose in the next quarter, a move that brought the corresponding figure 
down to $5.8 billion on September 30th. Yet the Black-Scholes formula that we use in valuing these contracts 
required us to increase our balance-sheet liability during this period from $8.9 billion to $9.6 billion, a change 
that, after the effect of tax accruals, reduced our net income for the quarter by $455 million. 


Both Charlie and I believe that Black-Scholes produces wildly inappropriate values when applied to 
long-dated options. We set out one absurd example in these pages two years ago. More tangibly, we put our 
money where our mouth was by entering into our equity put contracts. By doing so, we implicitly asserted that 
the Black-Scholes calculations used by our counterparties or their customers were faulty. 


We continue, nevertheless, to use that formula in presenting our financial statements. Black-Scholes is 
the accepted standard for option valuation — almost all leading business schools teach it — and we would be 
accused of shoddy accounting if we deviated from it. Moreover, we would present our auditors with an 
insurmountable problem were we to do that: They have clients who are our counterparties and who use Black- 
Scholes values for the same contracts we hold. It would be impossible for our auditors to attest to the accuracy of 
both their values and ours were the two far apart. 


Part of the appeal of Black-Scholes to auditors and regulators is that it produces a precise number. 
Charlie and I can’t supply one of those. We believe the true liability of our contracts to be far lower than that 
calculated by Black-Scholes, but we can’t come up with an exact figure — anymore than we can come up with a 
precise value for GEICO, BNSF, or for Berkshire Hathaway itself. Our inability to pinpoint a number doesn’t 
bother us: We would rather be approximately right than precisely wrong. 


John Kenneth Galbraith once slyly observed that economists were most economical with ideas: They 
made the ones learned in graduate school last a lifetime. University finance departments often behave similarly. 
Witness the tenacity with which almost all clung to the theory of efficient markets throughout the 1970s and 
1980s, dismissively calling powerful facts that refuted it “anomalies.” (I always love explanations of that kind: 
The Flat Earth Society probably views a ship’s circling of the globe as an annoying, but inconsequential, 
anomaly.) 


21 


Academics’ current practice of teaching Black-Scholes as revealed truth needs re-examination. For that 
matter, so does the academic’s inclination to dwell on the valuation of options. You can be highly successful as 
an investor without having the slightest ability to value an option. What students should be learning is how to 
value a business. That’s what investing is all about. 


Life and Debt 


The fundamental principle of auto racing is that to finish first, you must first finish. That dictum is 
equally applicable to business and guides our every action at Berkshire. 


Unquestionably, some people have become very rich through the use of borrowed money. However, 
that’s also been a way to get very poor. When leverage works, it magnifies your gains. Your spouse thinks you’re 
clever, and your neighbors get envious. But leverage is addictive. Once having profited from its wonders, very 
few people retreat to more conservative practices. And as we all learned in third grade — and some relearned in 
2008 — any series of positive numbers, however impressive the numbers may be, evaporates when multiplied by a 
single zero. History tells us that leverage all too often produces zeroes, even when it is employed by very smart 
people. 


Leverage, of course, can be lethal to businesses as well. Companies with large debts often assume that 
these obligations can be refinanced as they mature. That assumption is usually valid. Occasionally, though, either 
because of company-specific problems or a worldwide shortage of credit, maturities must actually be met by 
payment. For that, only cash will do the job. 


Borrowers then learn that credit is like oxygen. When either is abundant, its presence goes unnoticed. 
When either is missing, that’s all that is noticed. Even a short absence of credit can bring a company to its knees. 
In September 2008, in fact, its overnight disappearance in many sectors of the economy came dangerously close 
to bringing our entire country to its knees. 


Charlie and I have no interest in any activity that could pose the slightest threat to Berkshire’s well- 
being. (With our having a combined age of 167, starting over is not on our bucket list.) We are forever conscious 
of the fact that you, our partners, have entrusted us with what in many cases is a major portion of your savings. In 
addition, important philanthropy is dependent on our prudence. Finally, many disabled victims of accidents 
caused by our insureds are counting on us to deliver sums payable decades from now. It would be irresponsible 
for us to risk what all these constituencies need just to pursue a few points of extra return. 


A little personal history may partially explain our extreme aversion to financial adventurism. I didn’t 
meet Charlie until he was 35, though he grew up within 100 yards of where I have lived for 52 years and also 
attended the same inner-city public high school in Omaha from which my father, wife, children and two 
grandchildren graduated. Charlie and I did, however, both work as young boys at my grandfather’s grocery store, 
though our periods of employment were separated by about five years. My grandfather’s name was Ernest, and 
perhaps no man was more aptly named. No one worked for Ernest, even as a stock boy, without being shaped by 
the experience. 


On the facing page you can read a letter sent in 1939 by Ernest to his youngest son, my Uncle Fred. 
Similar letters went to his other four children. I still have the letter sent to my Aunt Alice, which I found — along 
with $1,000 of cash — when, as executor of her estate, I opened her safe deposit box in 1970. 


Ernest never went to business school — he never in fact finished high school — but he understood the 
importance of liquidity as a condition for assured survival. At Berkshire, we have taken his $1,000 solution a bit 
further and have pledged that we will hold at least $10 billion of cash, excluding that held at our regulated utility 
and railroad businesses. Because of that commitment, we customarily keep at least $20 billion on hand so that we 
can both withstand unprecedented insurance losses (our largest to date having been about $3 billion from Katrina, 
the insurance industry’s most expensive catastrophe) and quickly seize acquisition or investment opportunities, 
even during times of financial turmoil. 
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Dear Fred & Catherine: 


Over a period of a good many years I have lmown a great many 
people who at some time or another have suffered in various ways 
simply because they did not have ready cash. I have kmown people 
who have had to sacrifice some of their holdings in order to have 
money that was necessary at that times 


For a good many years your grandfather kept a certain amount 
ef money where he could put his hands on it in very short notices 


For a number of years I have made 1t a point to keep a reserve, 
Should some occasion come up where I would need money quickly, with» 
out disturbing the money that I have in my business. There have 
been a couple occasions when I found it very convenient to go to 
this funde 


Thus, I feel that everyone should have a reservee I hops it 
never happens to you, but the chances are that some day you will 
need money, and need it badly, and with this thought in view, I 
sterted a fund by placing $200.00 in an envelope,with your name on 
it, when you were married. Each year I hdded something to it, wmtil 
there is now $1000.00 in the fund. 


Ten years have elapsed since you were married, and this fund 
is now completed, 


It is my wish that you place this envelope in your safety 
deposit box, and keep it for the purpose that it was eréated fore 
Should the time come when you need part, I wohld suggest that you 
use as little as possible, and replace it as soon as: possible. 


You might feel that this should be invested and bring you an 
income. Forget it ~= the mental satisfaction of having $1000.00 
laid away where you can put your hands on it, is worth more than 
what interest it might bring, especially if you have the investment 
in something that you could not realize on quicklye 


If in after years you feel this has been a good idea, you 
might repeat it with your own childrene 


For your information, I might mention that there has never 
been a Buffett who ever left a very large estate, but there has 
never been one that did not leave something. They never spent all 
they made, but always saved part of what they made, and it has all 
worked out pretty well, 


This letter 1s being written at the expiration of ten years 
after you were marriede 


Liat wot Wig gy r 
ae 1/ 
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We keep our cash largely in U.S. Treasury bills and avoid other short-term securities yielding a few 
more basis points, a policy we adhered to long before the frailties of commercial paper and money market funds 
became apparent in September 2008. We agree with investment writer Ray DeVoe’s observation, “More money 
has been lost reaching for yield than at the point of a gun.” At Berkshire, we don’t rely on bank lines, and we 
don’t enter into contracts that could require postings of collateral except for amounts that are tiny in relation to 
our liquid assets. 


Furthermore, not a dime of cash has left Berkshire for dividends or share repurchases during the past 
40 years. Instead, we have retained all of our earnings to strengthen our business, a reinforcement now running 
about $1 billion per month. Our net worth has thus increased from $48 million to $157 billion during those four 
decades and our intrinsic value has grown far more. No other American corporation has come close to building 
up its financial strength in this unrelenting way. 


By being so cautious in respect to leverage, we penalize our returns by a minor amount. Having loads of 
liquidity, though, lets us sleep well. Moreover, during the episodes of financial chaos that occasionally erupt in our 
economy, we will be equipped both financially and emotionally to play offense while others scramble for survival. 
That’s what allowed us to invest $15.6 billion in 25 days of panic following the Lehman bankruptcy in 2008. 


The Annual Meeting 


The annual meeting will be held on Saturday, April 30". Carrie Kizer from our home office will be the 
ringmaster, and her theme this year is Planes, Trains and Automobiles. This gives NetJets, BNSF and BYD a 
chance to show off. 


As always, the doors will open at the Qwest Center at 7 a.m., and a new Berkshire movie will be shown at 
8:30. At 9:30 we will go directly to the question-and-answer period, which (with a break for lunch at the Qwest’s 
stands) will last until 3:30. After a short recess, Charlie and I will convene the annual meeting at 3:45. If you decide 
to leave during the day’s question periods, please do so while Charlie is talking. (Act fast; he can be terse.) 


The best reason to exit, of course, is to shop. We will help you do that by filling the 194,300-square- 
foot hall that adjoins the meeting area with products from dozens of Berkshire subsidiaries. Last year, you did 
your part, and most locations racked up record sales. In a nine-hour period, we sold 1,053 pairs of Justin boots, 
12,416 pounds of See’s candy, 8,000 Dairy Queen Blizzards® and 8,800 Quikut knives (that’s 16 knives per 
minute). But you can do better. Remember: Anyone who says money can’t buy happiness simply hasn’t learned 
where to shop. 


GEICO will have a booth staffed by a number of its top counselors from around the country, all of 
them ready to supply you with auto insurance quotes. In most cases, GEICO will be able to give you a 
shareholder discount (usually 8%). This special offer is permitted by 44 of the 51 jurisdictions in which we 
operate. (One supplemental point: The discount is not additive if you qualify for another, such as that given 
certain groups.) Bring the details of your existing insurance and check out whether we can save you money. For 
at least half of you, I believe we can. 


Be sure to visit the Bookworm. It will carry more than 60 books and DVDs, including the Chinese 
language edition of Poor Charlie’s Almanack, the ever-popular book about my partner. So what if you can’t read 
Chinese? Just buy a copy and carry it around; it will make you look urbane and erudite. Should you need to ship 
your book purchases, a shipping service will be available nearby. 


If you are a big spender — or merely a gawker — visit Elliott Aviation on the east side of the Omaha 


airport between noon and 5:00 p.m. on Saturday. There we will have a fleet of NetJets aircraft that will get your 
pulse racing. Come by bus; leave by private jet. 
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An attachment to the proxy material that is enclosed with this report explains how you can obtain the 
credential you will need for admission to the meeting and other events. As for plane, hotel and car reservations, 
we have again signed up American Express (800-799-6634) to give you special help. Carol Pedersen, who 
handles these matters, does a terrific job for us each year, and I thank her for it. Hotel rooms can be hard to find, 
but work with Carol and you will get one. 


Airlines have often jacked up prices — sometimes dramatically so — for the Berkshire weekend. If you 
are coming from far away, compare the cost of flying to Kansas City versus Omaha. The drive is about 2 ¥2 hours 
and it may be that you can save significant money, particularly if you had planned to rent a car in Omaha. 


At Nebraska Furniture Mart, located on a 77-acre site on 72™ Street between Dodge and Pacific, we 
will again be having “Berkshire Weekend” discount pricing. Last year the store did $33.3 million of business 
during its annual meeting sale, a volume that — as far as I know — exceeds the one-week total of any retail store 
anyplace. To obtain the Berkshire discount, you must make your purchases between Tuesday, April 26'* and 
Monday, May 2" inclusive, and also present your meeting credential. The period’s special pricing will even 
apply to the products of several prestigious manufacturers that normally have ironclad rules against 
discounting but which, in the spirit of our shareholder weekend, have made an exception for you. 
We appreciate their cooperation. NFM is open from 10 a.m. to 9 p.m. Monday through Saturday, and 10 a.m. 
to 6 p.m. on Sunday. On Saturday this year, from 5:30 p.m. to 8 p.m., NFM is having a picnic to which you are 
all invited. 


At Borsheims, we will again have two shareholder-only events. The first will be a cocktail reception 
from 6 p.m. to 9 p.m. on Friday, April 29". The second, the main gala, will be held on Sunday, May 1*, from 
9 a.m. to 4 p.m. On Saturday, we will be open until 6 p.m. On Sunday, around | p.m., I will be at Borsheims 
with a smile and a shoeshine, selling jewelry just as I sold men’s shirts at J.C. Penney’s 63 years ago. 
I’ve told Susan Jacques, Borsheims’ CEO, that I’m still a hotshot salesman. But I see doubt in her eyes. 
So cut loose and buy something from me for your wife or sweetheart (presumably the same person). Make me 
look good. 


We will have huge crowds at Borsheims throughout the weekend. For your convenience, therefore, 
shareholder prices will be available from Monday, April 25" through Saturday, May 7‘. During that period, 
please identify yourself as a shareholder by presenting your meeting credentials or a brokerage statement that 
shows you are a Berkshire shareholder. 


On Sunday, in the mall outside of Borsheims, a blindfolded Patrick Wolff, twice U.S. chess champion, 
will take on all comers — who will have their eyes wide open — in groups of six. Nearby, Norman Beck, a 
remarkable magician from Dallas, will bewilder onlookers. Additionally, we will have Bob Hamman and Sharon 
Osberg, two of the world’s top bridge experts, available to play bridge with our shareholders on Sunday 
afternoon. 


Gorat’s and Piccolo’s will again be open exclusively for Berkshire shareholders on Sunday, May 1*. 
Both will be serving until 10 p.m., with Gorat’s opening at 1 p.m. and Piccolo’s opening at 4 p.m. These 
restaurants are my favorites and — still being a growing boy — I will eat at both of them on Sunday evening. 
Remember: To make a reservation at Gorat’s, call 402-551-3733 on April 1 (but not before) and at Piccolo’s 
call 402-342-9038. 


We will again have the same three financial journalists lead the question-and-answer period, asking 
Charlie and me questions that shareholders have submitted to them by e-mail. The journalists and their e-mail 
addresses are: Carol Loomis, of Fortune, who may be emailed at cloomis@fortunemail.com; Becky Quick, of 
CNBC, at BerkshireQuestions@cnbc.com, and Andrew Ross Sorkin, of The New York Times, at 
arsorkin @nytimes.com. 


From the questions submitted, each journalist will choose the dozen or so he or she decides are the 
most interesting and important. The journalists have told me your question has the best chance of being selected 
if you keep it concise, avoid sending it in at the last moment, make it Berkshire-related and include no more than 
two questions in any email you send them. (In your email, let the journalist know if you would like your name 
mentioned if your question is selected.) 


Neither Charlie nor I will get so much as a clue about the questions to be asked. We know the 
journalists will pick some tough ones, and that’s the way we like it. 
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We will again have a drawing at 8:15 am. on Saturday at each of 13 microphones for those 
shareholders wishing to ask questions themselves. At the meeting, I will alternate the questions asked by the 
journalists with those from the winning shareholders. We hope to answer at least 60 questions. From our 
standpoint, the more the better. Our goal, which we pursue both through these annual letters and by our meeting 
discussions, is to give you a better understanding of the business that you own. 


For good reason, I regularly extol the accomplishments of our operating managers. Equally important, 
however, are the 20 men and women who work with me at our corporate office (all on one floor, which is the 
way we intend to keep it!). 


This group efficiently deals with a multitude of SEC and other regulatory requirements, files a 14,097- 
page Federal income tax return along with state and foreign returns, responds to countless shareholder and media 
inquiries, gets out the annual report, prepares for the country’s largest annual meeting, coordinates the Board’s 
activities — and the list goes on and on. 


They handle all of these business tasks cheerfully and with unbelievable efficiency, making my life 
easy and joyful. Their efforts go beyond activities strictly related to Berkshire: They deal with 48 universities 
(selected from 200 applicants) who will send students to Omaha this school year for a day with me and also 
handle all kinds of requests that I receive, arrange my travel, and even get me hamburgers for lunch. No CEO has 
it better. 


This home office crew has my deepest thanks and deserves yours as well. Come to our Woodstock for 
Capitalism on April 30" and tell them so. 


February 26, 2011 Warren E. Buffett 
Chairman of the Board 
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BERKSHIRE HATHAWAY INC. 


and Subsidiaries 


Selected Financial Data for the Past Five Years 
(dollars in millions except per-share data) 


2009 2008 2007 2006 


$ 27,884 $ 25,525 $ 31,783 $ 23,964 
62,555 65,854 58,243 51,803 
11,443 13,971 12,628 10,644 
5,531 5,140 5,161 4,568 


4,293 4,757 4,921 4,925 
787 (7,461) 5,509 2,635 


$112,493 $107,786 $118,245 $ 98,539 


$ 8055 $ 4,994 $ 13,213 $ 11,015 


$ 5,193 $ 3,224 $ 8548 $ 7,144 


2010 
Revenues: 
Insurance premiums earned |) ........... 00.00.00 e eee eee $ 30,749 
Sales and service revenueS ......... 0.00 eee ees 67,225 
Revenues of railroad, utilities and energy businesses ® ....... 26,364 
Interest, dividend and other investment income ............. 5,215 
Interest and other revenues of finance and financial products 
BUSINESSES se: fcr siceclssgiiecan dy ab atlec dee aoe cdebew Brae ash a-deead duaraiaedeieecenans 4,286 
Investment and derivative gains/losses ® ................-. 2,346 
Total revenues 1... 0.0... ccc cee eee eee eee ees $136,185 
Earnings: 
Net earnings attributable to Berkshire Hathaway ® .......... $ 12,967 
Net earnings per share attributable to Berkshire Hathaway 
Shareholders: A) i250 ion bce oe ee heb deere uae Go e-bee he $ 7,928 
Year-end data: 
AD OtalASSEUS: <<. s22.cescore seusdietate a.8e 8s arabe Gta aud Db Bese ner es $372,229 
Notes payable and other borrowings: 
Insurance and other businesses ..................0005 12,471 
Railroad, utilities and energy businesses @ ............. 31,626 
Finance and financial products businesses .............. 14,477 
Berkshire Hathaway shareholders’ equity .................. 157,318 
Class A equivalent common shares outstanding, in thousands .. 1,648 
Berkshire Hathaway shareholders’ equity per outstanding 
Class A equivalent common share ..............0000 000s $ 95,453 


(1) 


(2) 


(3) 


(4) 


$297,119 $267,399 $273,160 $248,437 


4,561 5,149 3,447 4,431 
19,579 19,145 19,002 16,946 
13,769 12,588 11377 11,228 

131,102 109,267 120,733 = 108,419 

1,552 1,549 1,548 1,543 


$ 84,487 $ 70,530 $ 78,008 $ 70,281 


Insurance premiums earned in 2007 included $7.1 billion from a single reinsurance transaction with Equitas. 


On February 12, 2010, BNSF became a wholly-owned subsidiary of Berkshire and BNSF’s accounts are included in 
Berkshire’s Consolidated Financial Statements beginning as of February 13, 2010. From December 31, 2008 to 
February 12, 2010, Berkshire’s investment in BNSF common stock was accounted for pursuant to the equity method. 


Investment gains/losses include realized gains and losses and non-cash other-than-temporary impairment losses. 
Derivative gains/losses include significant amounts related to non-cash changes in the fair value of long-term contracts 
arising from short-term changes in equity prices, interest rates and foreign currency rates, among other factors. After-tax 
investment and derivative gains/losses were $1.87 billion in 2010, $486 million in 2009, $(4.65) billion in 2008, 


$3.58 billion in 2007 and $1.71 billion in 2006. 


Represents net earnings per equivalent Class A common share. Net earnings per Class B common share is equal to 1/1,500 


of such amount. 
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BERKSHIRE HATHAWAY INC. 
ACQUISITION CRITERIA 


We are eager to hear from principals or their representatives about businesses that meet all of the following criteria: 


(1) Large purchases (at least $75 million of pre-tax earnings unless the business will fit into one of our existing units), 

(2) Demonstrated consistent earning power (future projections are of no interest to us, nor are “turnaround” situations), 

(3) Businesses earning good returns on equity while employing little or no debt, 

(4) Management in place (we can’t supply it), 

(5) Simple businesses (if there’s lots of technology, we won’t understand it), 

(6) An offering price (we don’t want to waste our time or that of the seller by talking, even preliminarily, about a 
transaction when price is unknown). 


The larger the company, the greater will be our interest: We would like to make an acquisition in the $5-20 billion range. 
We are not interested, however, in receiving suggestions about purchases we might make in the general stock market. 


We will not engage in unfriendly takeovers. We can promise complete confidentiality and a very fast answer — customarily 
within five minutes — as to whether we’re interested. We prefer to buy for cash, but will consider issuing stock when we receive 
as much in intrinsic business value as we give. We don’t participate in auctions. 


Charlie and I frequently get approached about acquisitions that don’t come close to meeting our tests: We’ve found that if 
you advertise an interest in buying collies, a lot of people will call hoping to sell you their cocker spaniels. A line from a country 
song expresses our feeling about new ventures, turnarounds, or auction-like sales: “When the phone don’t ring, you’ Il know it’s 


” 


me. 


MANAGEMENT?’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 


Management of Berkshire Hathaway Inc. is responsible for establishing and maintaining adequate internal control over 
financial reporting, as such term is defined in the Securities Exchange Act of 1934 Rule 13a-15(f). Under the supervision and 
with the participation of our management, including our principal executive officer and principal financial officer, we conducted 
an evaluation of the effectiveness of the Company’s internal control over financial reporting as of December 31, 2010 as 
required by the Securities Exchange Act of 1934 Rule 13a-15(c). In making this assessment, we used the criteria set forth in the 
framework in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. Based on our evaluation under the framework in Internal Control — Integrated Framework, our management 
concluded that our internal control over financial reporting was effective as of December 31, 2010. 


The effectiveness of our internal control over financial reporting as of December 31, 2010 has been audited by Deloitte & 
Touche LLP, an independent registered public accounting firm, as stated in their report which appears on the following page. 


Berkshire Hathaway Inc. 
February 25, 2011 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Shareholders of 
Berkshire Hathaway Inc. 
Omaha, Nebraska 


We have audited the accompanying consolidated balance sheets of Berkshire Hathaway Inc. and subsidiaries (the 
“Company’’) as of December 31, 2010 and 2009, and the related consolidated statements of earnings, cash flows and changes in 
shareholders’ equity and comprehensive income for each of the three years in the period ended December 31, 2010. We also 
have audited the Company’s internal control over financial reporting as of December 31, 2010, based on criteria established in 
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 
The Company’s management is responsible for these financial statements, for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion 
on these financial statements and an opinion on the Company’s internal control over financial reporting based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement and whether effective internal control over financial reporting was maintained in all 
material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our 
audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our 
audits provide a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s 
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s 
board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of 
the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are 
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or 
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on a 
timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future 
periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of Berkshire Hathaway Inc. and subsidiaries as of December 31, 2010 and 2009, and the results of their 
operations and their cash flows for each of the three years in the period ended December 31, 2010, in conformity with 
accounting principles generally accepted in the United States of America. Also, in our opinion, the Company maintained, in 
all material respects, effective internal control over financial reporting as of December 31, 2010, based on the criteria 
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. 


DELOITTE & TOUCHE LLP 


Omaha, Nebraska 
February 25, 2011 


29 


BERKSHIRE HATHAWAY INC. 


and Subsidiaries 


CONSOLIDATED BALANCE SHEETS 


ASSETS 
Insurance and Other: 


Cashiainid Cash: -S ur valent: ys. .aetes eter ioansy-.im bbinc estat avin sdei fe tex laff Sy a tecmsoadiay ado en nbs can ona avesieel a ashe wend aie 


Investments: 


Fixéd mattitity SCCuUnteS: 5 i.s6s0. da choise Sk Sas agora Wad aes Soe EEE we, Had See PHL apn NOES ws EARS Seles aoe 
GUESS CURLED ES gsc sever iets. ee tapas ep rr eeib radu inns ea sb ae a seta fe ae se, audio GERV auoa, aorie idles, bets adaneany AEM 
UIE ss iat presi cca are er eed ete weed fp igh weeds Rone A gE a Sam ea Se lye av Al Ea pe rae Say ERAN aay br 
RECeiVablES 69. 55.6 secs ciheais Gn ache Re Caen WG ap aed See REE a Dae EOE ESO Aine das aa weal eR Maes bale 
TVENtONIES. o.oo. oct ecsieek Gaal aioe bb ati oA Sana awe eat aay Sd geal v aS YG uets GORD Seo caten a etah ioe y Gene petls eM eig te 
Property, plant and-equipment 4-00.40 gaye waison ans ats amaign hie erm eareor arden seo ie pare ren ais eee Ieee wanna wean 
GOOG WAL aid sceien setae toa ntisncn atbted avn igh a: 6h) Sve Sette: Ais qwebianve! aeons allerdaprnn Spain aii an.Sh6 sil ae Saphon qigrigie ahora sats mallee iGo aue reba ace gue Seale 8 
OEE a cetaceans. Supe hla nals Giw Mak ene a TR eae S His My oat OR Eee CA ee ON Ral ads Sa Won ew 


Railroad, Utilities and Energy: 


Cashiand! cash equivalents: 4. i428 44.4 docs SHAR ANGE Teo ee daa SRE HE MEER ead Jee eae eas es Fae Males 
Property, Plant and equipment aaa suse <n euecowe eeu act avert euie ao aye hed be setae, duane anphlen. ny Savings bahrain tha oie epic 
Goodwill -..js2..88 ea nase wee ae CRs RRM hae aE MR REG ae cE RR AEG ee ea y am eep game ed 
Others eras oats Hae Casey kW e ea sea atals4 nae eRe NE Meas me eee eisai Beene nah oo tara es oes 4 


Finance and Financial Products: 


Cashsand cash equivalents) =. ..0..04 dca deiawdlend cee nebeu en be rede area se boehis ones Kens ee sue R eae 
Investments in fixed maturity securities .......... 
Other MNVESEMENES jase dcrceuee aiere ak ea apart em Gee medias 
Loans and finance receivables ................. 
Goodwill i; oc. caw es cadbiws so ade as emote wa aa 
OU iin Cais Mae at naies beet aeed one 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Insurance and Other: 


Losses and loss adjustment expenses ............ 
Unearned prema: ace ins. s ieraua 5 die Queens 4 Sched a ae 
Life, annuity and health insurance benefits ....... 
Accounts payable, accruals and other liabilities ... 
Notes payable and other borrowings ............ 


Railroad, Utilities and Energy: 


Accounts payable, accruals and other liabilities ... 
Notes payable and other borrowings ............ 


Finance and Financial Products: 


Accounts payable, accruals and other liabilities ... 
Derivative contract liabilities .................. 


Income taxes, principally deferred .................. 


Total Habilities: 26. 50 c0 e3.640c805 F408 


Shareholders’ equity: 


COMMON'SIOCK, 354. fu5 tars ae ease Ga tece Se ee AS 
Capital in excess of par value.................. 
Accumulated other comprehensive income ....... 
Retained earnings 260 sein ieee Gel are a 


Berkshire Hathaway shareholders’ equity 


Noncontrolling interests ..................000, 


Total shareholders’ equity ............ 


(dollars in millions) 


See accompanying Notes to Consolidated Financial Statements 
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December 31, 


2010 2009 
$ 34,767 $ 28,223 
33,803 35,729 
59,819 56,562 
19,333 29,440 
20,917 14,792 
7,101 6,147 
15,741 15,720 
27,891 27,614 
13,529 13,070 
232,901 227,297 
2,557 429 
77,385 30,936 
20,084 5,334 
13,579 8,072 
113,605 44,771 
903 1,906 
1,080 1,402 
3,676 3,160 
15,226 13,989 
1,031 1,024 
3,807 3,570 
25,723 25,051 
$372,229 $297,119 
$ 60,075 $ 59,416 
7,997 7,925 
8,565 5,228 
15,826 15,530 
12,471 4,561 
104,934 92,660 
12,367 5,895 
31,626 19,579 
43,993 25,474 
1,168 937 
8,371 9,269 
14,477 13,769 
24,016 23,975 
36,352 19,225 
209,295 = 161,334 
8 8 
37,533 27,074 
20,583 17,793 
99,194 86,227 
157,318 131,102 
5,616 4,683 
162,934 = 135,785 
$372,229 $297,119 


BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


CONSOLIDATED STATEMENTS OF EARNINGS 


(dollars in millions except per-share amounts) 


Year Ended December 31, 
2010 2009 2008 
Revenues: 
Insurance and Other: 
Insurance premiums: eared) 5:3... cody deh aoklnaeadhs dau dap aeaesacieaas cea Gaee masts $ 30,749 $ 27,884 $ 25,525 
Sales anid: Service PEVENUES” sds oc iad sorsneediaed.sachasedieas acavartecanlocsompeciclasecarthaoie.ceAuie boailbcke abaeh decade Sebnacewarsoans 67,225 62,555 65,854 
Interest, dividend and other investment income ...........000 00 0c cc eee tenes 5,215 5,531 5,140 
Investment:Sains/lOSses:: asco Be etalacins ha ae seoek Rat we lake ahead Phan doe aes 4,044 358 1,166 
Other-than-temporary impairment losses on investments .......... 0.00 cece ee eee eee eee (1,973) (3,155) (1,813) 
105,260 93,173 95,872 
Railroad, Utilities and Energy: 
Operating TEVENUES s.445.c.00 oe net cotta cok dasa sced taglasebadnwaees aaa Gases 26,186 11,204 12,668 
OUST cists tech eet tare sen cide ct anand hoes sic. Sues, Sy ance atisaicaiga ode Siesta Albaresayenleaih tee eei sl Relomaesoncsavanenoua 178 239 1,303 
26,364 11,443 13,971 
Finance and Financial Products: 
Interest, dividend and other investment income ...........00 0.00 ccc eee tenes 1,683 1,600 1,616 
Investment Sains/lOSSeS:¢. 2 sccice Sa ew da dtenshiaay dea daena ee apemnne hae ewes eae ee OE 14 (40) 7 
Derivative gains/losses: wc cng eee ee eee eee ede oe Ra ea ERE SHE EERE S Ome Eee Ois 261 3,624 (6,821) 
ES i, sc sien ye Sacg cs. Selden etn eigen each ice, ERS Ea ficch Bead 8B auch acs eabs nnd bles Dey RNa cb Mac ts Gechteues Sica k 2,603 2,693 3,141 
4,561 7,877 (2,057) 
136,185 112,493 107,786 
Costs and expenses: 
Insurance and Other: 
Insurance losses and loss adjustment expenses ......... 0.00 cee eects 18,087 18,251 16,259 
Life, annuity and health insurance benefits .......... 0.00. c eee ene eeeneee 4,453 1,937 1,942 
Insurance underwriting expenses ....... 2.0... cee cent eet nent eens 6,196 6,236 4,634 
CostOf SaleS-afid SERVICES: x ied nhedaih Sisene ar dodon tan Sogrds tobebarards Ruka ewe gnial eteade Neth aimed ane dceSeetandeGudeavertcdya 55,585 52,647 54,103 
Selling, general and administrative expenses .......... 000. c cece ene nee eee 7,704 8,117 8,052 
IMterest EXPENSE. doacuica ctv ecto minsde ai oarade Meter ems a SAchadnaeende See See ee aa 278 189 212 
92,303 87,377 85,202 
Railroad, Utilities and Energy: 
Cost of sales and operating expenses ...... 0... 0. eee cece cnet teens 19,637 8,739 9,840 
Interest CXPense:s. i4.c5cccav.cadsrn cee wese oh HhGe as oEd es HOS Sea he eGae ead OES 1,577 1,176 1,168 
21,214 9,915 11,008 
Finance and Financial Products: 
Interest Expenses. 6.5 Soe eee ses eedawsa eset ESTEE ESS ES Does Ys egEaw ea. SG 703 627 583 
CURE sec. pd 30 sh tra ee Geena ded, to sds De diate ated ek tee btace as aap eas CM sca ee se hit ard es ley 2,914 3,022 3,419 
3,617 3,649 4,002 
117,134 100,941 100,212 
Earnings before income taxes ............ 00. ccc cette nent nent eee 19,051 11,552 7,574 
INCOME taX:EXPENSE s.d5c.i0 5 cngeend «Here sads oab rcs ded He weesTa tee esa eae raw woos 5,607 3,538 1,978 
Earnings from equity method investments ............ 000. c eee e eee ete 50 427 —_— 
ING © EAMDNIN GS pe edicts vcs sp costs che mys Rvtaat draco ome Me Rah addy draco Gp laegn anna aoe imrstauapaimtue te Sauseeiace te 13,494 8,441 5,596 
Less: Earnings attributable to noncontrolling interests ......... 0.00. cece eee eee eee ee 527 386 602 
Net earnings attributable to Berkshire Hathaway ................... 0.00. c cece eee eee $ 12,967 $ 8,055 $ 4,994 
Average common shares outstanding * 1.1.0... 0... eee ee ete nen enn eae 1,635,661 1,551,174 1,548,960 
Net earnings per share attributable to Berkshire Hathaway shareholders * ................. $ 7,928 $ 5,193 $ 3,224 


* Average shares outstanding include average Class A common shares and average Class B common shares determined on an equivalent 
Class A common stock basis. Net earnings per common share attributable to Berkshire Hathaway shown above represents net earnings per 
equivalent Class A common share. Net earnings per Class B common share is equal to one-fifteen-hundredth (1/1,500) of such amount or 
$5.29 per share for 2010, $3.46 per share for 2009 and $2.15 per share for 2008 after giving effect to the 50-for-1 Class B stock split that 


became effective on January 21, 2010. See Note 18. 
See accompanying Notes to Consolidated Financial Statements 
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BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


(dollars in millions) 


Year Ended December 31, 
2010 2009 2008 
Cash flows from operating activities: 
Nt GamningS: 0.05.03 A oesapeena die lew teehee) HON ae ee He ete Bd oe OREN $ 13,494 $ 8441 $ 5,596 
Adjustments to reconcile net earnings to operating cash flows: 
Investment (gains) losses and other-than-temporary impairment losses ........... (2,085) 2,837 640 
DS PRE CIAL OTe sj. ies invite acest Sau stasis ale face diaasbtiaraba Gedy ance of ana teaptgnas anne) AhocaG aeaiaceag Na baareaae 4,279 3,127 2,810 
OUNSE s.ccnncd xed pce Shasta ores See pe AD Bees ea eels Sa Peet es 255 (149) = (1,248) 
Changes in operating assets and liabilities before business acquisitions: 
Losses and loss adjustment expenses ......... 0... cece ee eee eens 1,009 2,165 1,466 
Deferred charges reinsurance assumed ........... 00.0 e cece cece eee eee 147 (39) 64 
Unearned prennums:.4.0.2cdndae nbitie chage ase teen ase cannes pene aes 110 (21) 1,311 
Receivables and originated loans ..... 0.0.0... cece cette ene (1,979) 697 (2,222) 
Derivative contract assets and liabilities .......... 0.0.0.0 cece ee eee (880) (5,441) 7,827 
INCOME TAXCS tos: ctces oe bo ete 9 eed Pee be dae eh eee de See 2,348 2,035 (2,057) 
Other assets and liabilities 2.2... 0... eens 1,197 2,194 (2,935) 
Net cash flows from operating activities 2.2.0.0... cece eee eee 17,895 15,846 11,252 
Cash flows from investing activities: 
Purchases of fixed maturity securities ... 0.0... . ce ec eee n nee (9,819) (10,798) (35,615) 
Purchasés:of equity SECUNUES.. s..2cc hsb savnan sodas sedandSeeagbestage banheea eas (4,265) (4,570) (10,140) 
Purchases of other investments .......... 0.00 ccc ete ene eens — (7,068) (14,452) 
Sales of fixed maturity securities .......... 0... cece eee ee ees 5,435 4,338 14,796 
Redemptions and maturities of fixed maturity securities ................. 0... .0000. 6,517 5,234 18,550 
Sales:ok SQuity SCCUMILIES. ace ggg pada Seine abe Ale pa eeaceteg, dadba gndcd bee Bla dg eae ae 5,886 5,626 6,840 
Purchases of loans and finance receivables ........... 0.00 cee cee eee eee eens (3,149) (854) (1,446) 
Principal collections on loans and finance receivables ............. 00.0000 00e eee 3,498 796 740 
Acquisitions of businesses, net of cash acquired ......... 0... eee eee eee ee (15,924) (108) (6,050) 
Purchases of property, plant and equipment ............ 0.0... cece eee eee (5,980) (4,937) (6,138) 
OUNST ao cteadcert. need 6 wouen debe dud ante raeeravatom ae ad weed one ga etre th en aioe wales ea (476) 1,180 849 
Net cash flows from investing activities 2.2... 0... cee eee teen eee (18,277) (11,161) (32,066) 
Cash flows from financing activities: 
Proceeds from borrowings of insurance and other businesses ..............2-0+0005- 8,204 289 134 
Proceeds from borrowings of railroad, utilities and energy businesses ................ 1,731 1,241 2,147 
Proceeds from borrowings of finance businesses .............0 000 c cece eee eens 1,539 1,584 5,195 
Repayments of borrowings of insurance and other businesses ................+-0005- (430) (746) (247) 
Repayments of borrowings of railroad, utilities and energy businesses ............... (777) (444) (2,147) 
Repayments of borrowings of finance businesses .............0 000: e eee eee eee ees (2,417) (396) (3,847) 
Changes in short term borrowings, net .... 02... 0. c eee ee tenes 370 (885) 1,183 
Acquisitions of noncontrolling interests and other ......... 0.0.0. c eee eee eee eee (95) (410) (132) 
Net cash flows from financing activities ... 0.0... eee eee eee ene 8,125 233 2,286 
Effects of foreign currency exchange rate changes ............ 0.0.0.0 c eee eee eee ee (74) 101 (262) 
Increase (decrease) in cash and cash equivalents ......... 0.00. c eee eee eee 7,669 5,019 (18,790) 
Cash and cash equivalents at beginning of year... . 1... cee eee eee 30,558 25,539 44,329 
Cash and cash equivalents at end of year * ............. 0.0.0 cc cece tenes $ 38,227 $30,558 $ 25,539 
* Cash and cash equivalents at end of year are comprised of the following: 
TMSUTANCE GN OWMEP cacia bet ok ae bstnd He hein bc WN a WD wee Gee a Nees ed ag eee Ge §$ 34,767 $28,223 $ 24,356 
Railroad, Utilities and Energy 0.0.0.0... ccc cee enn e nena 2,557 429 280 
Finance and Financial Products 0.0.0... 00.0 ccc cece eee e eens 903 1,906 903 


$ 38,227 $30,558 $ 25,539 


See accompanying Notes to Consolidated Financial Statements 
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BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 


(dollars in millions) 


Berkshire Hathaway shareholders’ equity 


Common stock Accumulated 
and capital in other Non- 
excess of par comprehensive Retained controlling 
value income earnings Total interests 
Balance at December 31, 2007 ................. 000000005 $26,960 $ 21,620 $72,153 $120,733 $2,668 
INGb CARMI GS <i. sem sophia wag Gy aden esos Reece gus a cetaewiaraaedecatarducciela — — 4,994 4,994 602 
Other comprehensive income, net ...............0-00- — (17,267) — (17,267) (255) 
Adoption of equity method ................0 0002-0 — (399) 1,025 626 — 
Issuance of common stock and other transactions ....... 181 — — 181 — 
Adoption of new accounting pronouncements .......... — — — — 128 
Changes in noncontrolling interests: 
Business acquisitions .............. 0.000000 008 — — — —_ 1,568 
Interests acquired and other transactions .......... — — — — (271) 
Balance at December 31, 2008. .... 20.50.02 5 cee vee ences 27,141 3,954 78,172 109,267 4,440 
Net: €armings: ..3..002 2ccbestecned Heda eace od Su eA — —_— 8,055 8,055 386 
Other comprehensive income, net ...............0000- — 13,729 — 13,729 199 
Issuance of common stock and other transactions ....... 172 — — 172 — 
Changes in noncontrolling interests: 
Interests acquired and other transactions .......... (231) 110 — (121) (342) 
Balance at December 31, 2009 ............ 0.0.0.0 e cea 27,082 17,793 86,227 131,102 4,683 
INGt CAaPMINGS: ¢gis) ee soshae ag Gy aieee sy Rid se sugegue Selatan eo ees — —_— 12,967 12,967 527 
Other comprehensive income, net ...............0000- — 2,789 — 2,789 9 
Issuance of common stock and other transactions ....... 11,096 — — 11,096 —_— 
Changes in noncontrolling interests: 
Interests acquired and other transactions .......... (637) 1 — (636) 397 
Balance at December 31, 2010 .............. 0.0.00 000 008 $37,541 $ 20,583 $99,194 $157,318 $5,616 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(dollars in millions) 
2010 2009 2008 
Comprehensive income attributable to Berkshire Hathaway: 
NGGGARDINGS: joc0 cae bon be nace ea donk eed AE hig oh Wath Pee ee ae a ee ee Een $12,967 $ 8,055 $ 4,994 
Other comprehensive income: 
Net change in unrealized appreciation of investments ......................000. 5,398 17,607 (23,342) 
Applicable incOmetaxes: so. gsigsd-soscgnas ar anpcevtiacecs feats. aug saree sede au anada ahatdca bade: ageareted: gusts (1,866) (6,263) 8,257 
Reclassification of investment appreciation in net earnings ..................000. (1,068) 2,768 895 
Applicable income:taxeS \.. 2.5.5 ccstardieca os Scie Get Rea sour Gp Re Goiayd Ra Rae ae GA 374 (969) (313) 
Foreign currency translation ....... 2.0... eee eee eneeeeeeeeae (172) 851 (2,140) 
Applicable income: taxes: x 22h ssseietseracanad Gi ceicasg cme eugtacace cps p tay ae asdcaland abel) gael aa Gond (21) (17) 118 
Prior service cost and actuarial gains/losses of defined benefit plans .............. (76) (41) (1,071) 
Applicable come taxes: i03 cing a caked deed Sede ee adeeb Eee Ae Kola’ 25 (1) 389 
Mer NE 22.9 ssc Sheehy tee ee Peete’ 4 2ek, Sie vote G Med poets See Steen) Es 195 (206) (60) 
Other comprehensive income, net ......... cece eee tenes 2,789 13,729 = (17,267) 
Comprehensive income attributable to Berkshire Hathaway ...............0.00 00 eee eee $15,756 $21,784 $(12,273) 


Comprehensive income of noncontrolling interests 


See accompanying Notes to Consolidated Financial Statements 
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BERKSHIRE HATHAWAY INC. 
and Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2010 


(1) Significant accounting policies and practices 


(a) 


(b) 


(c) 


(d) 


Nature of operations and basis of consolidation 


Berkshire Hathaway Inc. (“Berkshire”) is a holding company owning subsidiaries engaged in a number of diverse 
business activities, including property and casualty insurance and reinsurance, railroad, utilities and energy, finance, 
manufacturing, service and retailing. In these notes the terms “us,” “we,” or “our” refer to Berkshire and its 
consolidated subsidiaries. Further information regarding our reportable business segments is contained in Note 21. 


Significant business acquisitions completed over the past three years are discussed in Note 2. 


The accompanying Consolidated Financial Statements include the accounts of Berkshire consolidated with the 
accounts of all subsidiaries and affiliates in which we hold a controlling financial interest as of the financial statement 
date. Normally a controlling financial interest reflects ownership of a majority of the voting interests. We consolidate 
a variable interest entity (“VIE”) when we possess both the power to direct the activities of the VIE that most 
significantly impact its economic performance and we are either obligated to absorb the losses that could potentially 
be significant to the VIE or we hold the right to receive benefits from the VIE that could potentially be significant to 
the VIE. 


Intercompany accounts and transactions have been eliminated. Certain amounts in prior year presentations have been 
reclassified to conform with the current year presentation. 


Use of estimates in preparation of financial statements 


The preparation of our Consolidated Financial Statements in conformity with accounting principles generally accepted 
in the United States (“GAAP”) requires us to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during 
the period. In particular, estimates of unpaid losses and loss adjustment expenses and related recoverables under 
reinsurance for property and casualty insurance are subject to considerable estimation error due to the inherent 
uncertainty in projecting ultimate claim amounts that will be settled over many years. In addition, estimates and 
assumptions associated with the amortization of deferred charges reinsurance assumed, determinations of fair values 
of certain financial instruments and evaluations of goodwill for impairment require considerable judgment. Actual 
results may differ from the estimates used in preparing our Consolidated Financial Statements. 


Cash and cash equivalents 


Cash equivalents consist of funds invested in U.S. Treasury Bills, money market accounts, demand deposits and other 
investments with a maturity of three months or less when purchased. 


Investments 


We determine the appropriate classification of investments in fixed maturity and equity securities at the acquisition 
date and re-evaluate the classification at each balance sheet date. Held-to-maturity investments are carried at 
amortized cost, reflecting the ability and intent to hold the securities to maturity. Trading investments are carried at 
fair value and include securities acquired with the intent to sell in the near term. All other securities are classified as 
available-for-sale and are carried at fair value with net unrealized gains or losses reported as a component of 
accumulated other comprehensive income. 


We utilize the equity method of accounting with respect to investments when we possess the ability to exercise 
significant influence, but not control, over the operating and financial policies of the investee. The ability to exercise 
significant influence is presumed when an investor possesses more than 20% of the voting interests of the investee. 
This presumption may be overcome based on specific facts and circumstances that demonstrate that the ability to 
exercise significant influence is restricted. We apply the equity method to investments in common stock and to other 
investments when such other investments possess substantially identical subordinated interests to common stock. In 
applying the equity method with respect to investments previously accounted for at cost or fair value, the carrying 
value of the investment is adjusted on a step-by-step basis as if the equity method had been applied from the time the 
investment was first acquired. 
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Notes to Consolidated Financial Statements (Continued) 


(1) Significant accounting policies and practices (Continued) 


(d) Investments (Continued) 


(e) 


In applying the equity method, we record our investment at cost and subsequently increase or decrease the carrying 
amount of the investment by our proportionate share of the net earnings or losses and other comprehensive income of 
the investee. We record dividends or other equity distributions as reductions in the carrying value of the investment. In 
the event that net losses of the investee reduce the carrying amount to zero, additional net losses may be recorded if 
other investments in the investee are at-risk even if we have not committed to provide financial support to the 
investee. Such additional equity method losses, if any, are based upon the change in our claim on the investee’s book 
value. 


Investment gains and losses arise when investments are sold (as determined on a specific identification basis) or are 
other-than-temporarily impaired. If a decline in the value of an investment below cost is deemed other than temporary, 
the cost of the investment is written down to fair value, with a corresponding charge to earnings. Factors considered in 
judging whether an impairment is other than temporary include: the financial condition, business prospects and 
creditworthiness of the issuer, the relative amount of the decline, our ability and intent to hold the investment until the 
fair value recovers and the length of time that fair value has been less than cost. With respect to an investment in a 
debt security, we recognize an other-than-temporary impairment if we (a) intend to sell or expect to be required to sell 
before amortized cost is recovered or (b) do not expect to ultimately recover the amortized cost basis even if we do 
not intend to sell the security. We recognize losses under (a) in earnings and under (b) we recognize the credit loss 
component in earnings and the difference between fair value and the amortized cost basis net of the credit loss in other 
comprehensive income. 


Receivables, loans and finance receivables 


Trade, premium and other receivables of the insurance and other businesses are stated at the outstanding principal 
amounts, net of estimated allowances for uncollectible balances. Allowances for uncollectible balances are provided 
when as of the balance sheet date it is probable counterparties will be unable to pay all amounts due based on the 
contractual terms and the loss amounts can be reasonably estimated. Receivables are generally written off against 
allowances after all reasonable collection efforts are exhausted. 


Loans and finance receivables consist of consumer loans (primarily manufactured housing and other real estate loans) 
and commercial loans originated or purchased. Loans and finance receivables are stated at amortized cost based on 
our ability and intent to hold such loans and receivables to maturity and are stated net of allowances for uncollectible 
accounts. Amortized cost represents acquisition cost, plus or minus origination and commitment costs paid or fees 
received, which together with acquisition premiums or discounts, are deferred and amortized as yield adjustments 
over the life of the loan. Loans and finance receivables include loan securitizations issued when we have the power to 
direct and the right to receive residual returns. Substantially all of our consumer loans are secured by real or personal 


property. 


Allowances for credit losses from manufactured housing and other real estate loans include estimates of losses on 
loans currently in foreclosure and losses on loans not currently in foreclosure. Estimates of losses on loans in 
foreclosure are based on historical experience and collateral recovery rates. Estimates of losses on loans not currently 
in foreclosure consider historical default, collateral recovery rates and existing economic conditions. Allowances for 
credit losses also incorporate the historical average time elapsed from the last payment until foreclosure. 


Loans in which payments are delinquent (with no grace period) are considered past due. Loans which are over 90 days 
past due, in foreclosure, or where borrowers are in bankruptcy, are placed on nonaccrual status and interest previously 
accrued but not collected is reversed. Subsequent amounts received on the loans are first applied to the principal and 
interest owed for the most delinquent amount. Interest income accruals are resumed once a loan is less than 90 days 
delinquent. 


Loans in the foreclosure process are considered non-performing. Once a loan is in foreclosure, interest income is not 
recognized unless the foreclosure is cured or the loan is modified. Once a modification is complete, interest income is 
recognized based on the terms of the new loan. Loans that have gone through foreclosure are charged off when the 
collateral is sold. Loans not in foreclosure are evaluated for charge off based on individual circumstances that indicate 
future collectability of the loan, including the condition of the collateral securing the loan. 
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Notes to Consolidated Financial Statements (Continued) 


(1) Significant accounting policies and practices (Continued) 


(f) 


(g) 


(h) 


(i) 


Derivatives 


We carry derivative contracts at estimated fair value in the accompanying Consolidated Balance Sheets. Such 
balances reflect reductions permitted under master netting agreements with counterparties. The changes in fair value 
of derivative contracts that do not qualify as hedging instruments for financial reporting purposes are recorded in 
earnings as derivative gains/losses. 


Cash collateral received from or paid to counterparties to secure derivative contract assets or liabilities is included in 
other liabilities or assets. Securities received from counterparties as collateral are not recorded as assets and securities 
delivered to counterparties as collateral continue to be reflected as assets in our Consolidated Balance Sheets. 


Fair value measurements 


As defined under GAAP, fair value is the price that would be received to sell an asset or paid to transfer a liability 
between market participants in the principal market or in the most advantageous market when no principal market 
exists. Adjustments to transaction prices or quoted market prices may be required in illiquid or disorderly markets in 
order to estimate fair value. Different valuation techniques may be appropriate under the circumstances to determine 
the value that would be received to sell an asset or paid to transfer a liability in an orderly transaction. Market 
participants are assumed to be independent, knowledgeable, able and willing to transact an exchange and not under 
duress. Nonperformance or credit risk is considered in determining the fair value of liabilities. Considerable judgment 
may be required in interpreting market data used to develop the estimates of fair value. Accordingly, estimates of fair 
value presented herein are not necessarily indicative of the amounts that could be realized in a current or future market 
exchange. 


Inventories 


Inventories consist of manufactured goods and goods acquired for resale. Manufactured inventory costs include raw 
materials, direct and indirect labor and factory overhead. Inventories are stated at the lower of cost or market. As of 
December 31, 2010, approximately 39% of the total inventory cost was determined using the last-in-first-out 
(“LIFO”) method, 32% using the first-in-first-out (“FIFO”) method, with the remainder using the specific 
identification method or average cost methods. With respect to inventories carried at LIFO cost, the aggregate 
difference in value between LIFO cost and cost determined under FIFO methods was $637 million and $575 million 
as of December 31, 2010 and 2009, respectively. 


Property, plant and equipment 


Additions to property, plant and equipment are recorded at cost. The cost of major additions and betterments are 
capitalized, while the cost of replacements, maintenance and repairs, that do not improve or extend the useful lives of 
the related assets are expensed as incurred. Interest over the construction period is capitalized as a component of cost 
of constructed assets. The cost of constructed assets of certain of our regulated utility and energy subsidiaries that are 
subject to ASC 980 Regulated Operations also includes an equity allowance for funds used during construction. Also 
see Note 1(p). 


Depreciation is provided principally on the straight-line method over estimated useful lives. Depreciation of assets of 
regulated utility and energy subsidiaries is provided over recovery periods based on composite asset class lives. 
Railroad properties are depreciated using the group method in which a single depreciation rate is applied to the gross 
investment in a particular class of property, despite differences in the service life or salvage value of individual 
property units within the same class. 


We evaluate property, plant and equipment for impairment when events or changes in circumstances indicate that the 
carrying value of such assets may not be recoverable or the assets are being held for sale. Upon the occurrence of a 
triggering event, we review the asset to assess whether the estimated undiscounted cash flows expected from the use 
of the asset plus residual value from the ultimate disposal exceeds the carrying value of the asset. If the carrying value 
exceeds the estimated recoverable amounts, we write down the asset to the estimated fair value. Impairment losses are 
reflected in the Consolidated Statements of Earnings, except with respect to impairments of assets of certain domestic 
regulated utility and energy subsidiaries where impairment losses are offset by the establishment of a regulatory asset 
to the extent recovery in future rates is probable. 
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Notes to Consolidated Financial Statements (Continued) 


(1) Significant accounting policies and practices (Continued) 


(i) 


(j) 


(k) 


Property, plant and equipment (Continued) 


Our railroad business is very capital intensive and its large base of homogenous, network-type assets turns over on a 
continuous basis. Each year, a capital program is developed for the replacement of assets and for the acquisition or 
construction of assets to enhance the efficiency of operations, gain strategic benefit or provide new service offerings 
to customers. Assets purchased or constructed throughout the year are capitalized if they meet applicable minimum 
units of property criteria. Normal repairs and maintenance are charged to operating expense as incurred, while costs 
incurred that extend the useful life of an asset, improve the safety of our operations, or improve operating efficiency 
are capitalized. Rail grinding costs are expensed as incurred. 


Goodwill 


Goodwill represents the excess of the purchase price over the fair value of identifiable net assets acquired in business 
acquisitions. We evaluate goodwill for impairment at least annually. Evaluating goodwill for impairment involves a 
two-step process. The first step is to estimate the fair value of the reporting unit. There are several methods that may 
be used to estimate a reporting unit’s fair value, including market quotations, asset and liability fair values and other 
valuation techniques, including, but not limited to, discounted projected future net earnings or net cash flows and 
multiples of earnings. If the carrying amount of a reporting unit, including goodwill, exceeds the estimated fair value, 
a second step is performed. Under the second step, the identifiable assets and liabilities of the reporting unit are 
estimated at fair value as of the current testing date. The excess of the estimated fair value of the reporting unit over 
the current estimated fair value of net assets establishes the implied value of goodwill. The excess of the recorded 
goodwill over the implied goodwill value is charged to earnings as an impairment loss. A significant amount of 
judgment is required in estimating the fair value of the reporting unit and performing goodwill impairment tests. 


Revenue recognition 


Insurance premiums for prospective property/casualty and health insurance and reinsurance are earned over the loss 
exposure or coverage period, in proportion to the level of protection provided. In most cases, premiums are recognized 
as revenues ratably over the term of the contract with unearned premiums computed on a monthly or daily pro rata 
basis. Premiums for retroactive reinsurance property/casualty policies are earned at the inception of the contracts, as 
all of the underlying loss events covered by these policies occurred in the past. Premiums for life reinsurance contracts 
are earned when due. Premiums earned are stated net of amounts ceded to reinsurers. Premiums are estimated with 
respect to certain reinsurance contracts where reports from ceding companies for the period are not contractually due 
until after the balance sheet date. For contracts containing experience rating provisions, premiums are based upon 
estimated loss experience under the contract. 


Sales revenues derive from the sales of manufactured products and goods acquired for resale. Revenues from sales are 
recognized upon passage of title to the customer, which generally coincides with customer pickup, product delivery or 
acceptance, depending on terms of the sales arrangement. 


Service revenues are recognized as the services are performed. Services provided pursuant to a contract are either 
recognized over the contract period or upon completion of the elements specified in the contract depending on the 
terms of the contract. Revenues related to the sales of fractional ownership interests in aircraft are recognized ratably 
over the term of the related management services agreement as the transfer of ownership interest in the aircraft is 
inseparable from the management services agreement. 


Interest income from investments in fixed maturity securities and loans is earned under the constant yield method and 
includes accrual of interest due under terms of the agreement as well as amortization of acquisition premiums, 
accruable discounts and capitalized loan origination fees, as applicable. In determining the constant yield for 
mortgage-backed securities, anticipated counterparty prepayments are estimated and evaluated periodically. Dividends 
from equity securities are recognized when earned, which is on the ex-dividend date or the declaration date, when 
there is no ex-dividend date. 


Operating revenue of utilities and energy businesses resulting from the distribution and sale of natural gas and 
electricity to customers is recognized when the service is rendered or the energy is delivered. Amounts recognized 
include unbilled as well as billed amounts. Rates charged are generally subject to federal and state regulation or 
established under contractual arrangements. When preliminary rates are permitted to be billed prior to final approval 
by the applicable regulator, certain revenue collected may be subject to refund and a liability for estimated refunds is 
accrued. 
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Revenue recognition (Continued) 


Railroad transportation revenues are recognized based upon the proportion of service provided as of the balance sheet 
date. Customer incentives, which are primarily provided for shipping a specified cumulative volume or shipping to/ 
from specific locations, are recorded as a reduction to revenue on a pro-rata basis based on actual or projected future 
customer shipments. When using projected shipments, we rely on historic trends as well as economic and other 
indicators to estimate the liability for customer incentives. 


Losses and loss adjustment expenses 


Liabilities for unpaid losses and loss adjustment expenses represent estimated claim and claim settlement costs of 
property/casualty insurance and reinsurance contracts issued by our insurance subsidiaries with respect to losses that 
have occurred as of the balance sheet date. The liabilities for losses and loss adjustment expenses are recorded at the 
estimated ultimate payment amounts, except that amounts arising from certain workers’ compensation reinsurance 
business are discounted as discussed below. Estimated ultimate payment amounts are based upon (1) individual case 
estimates, (2) reports of losses from policyholders and (3) estimates of incurred but not reported losses. 


Provisions for losses and loss adjustment expenses are charged to earnings after deducting amounts recovered and 
estimates of amounts ceded under reinsurance contracts. Reinsurance contracts do not relieve the ceding company of 
its obligations to indemnify policyholders with respect to the underlying insurance and reinsurance contracts. 


The estimated liabilities of workers’ compensation claims assumed under certain reinsurance contracts are carried at 
discounted amounts. Discounted amounts are based upon an annual discount rate of 4.5% for claims arising prior to 
January 1, 2003 and 1% for claims arising thereafter, consistent with discount rates used under insurance statutory 
accounting principles. The change in such reserve discounts, including the periodic discount accretion is included in 
earnings as a component of losses and loss adjustment expenses. 


Deferred charges reinsurance assumed 


Estimated liabilities for claims and claim costs in excess of the consideration received with respect to retroactive 
property and casualty reinsurance contracts that provide for indemnification of insurance risk are established as 
deferred charges at inception of such contracts. Deferred charges are subsequently amortized using the interest method 
over the expected claim settlement periods. Changes to the estimated timing or amount of loss payments produce 
changes in periodic amortization. Changes in such estimates are applied retrospectively and are included in insurance 
losses and loss adjustment expenses in the period of the change. The unamortized balances of deferred charges 
reinsurance assumed were $3,810 million and $3,957 million at December 31, 2010 and 2009, respectively. 


Insurance premium acquisition costs 


Costs that vary with and are related to the issuance of insurance policies are deferred, subject to ultimate 
recoverability, and are charged to underwriting expenses as the related premiums are earned. Acquisition costs consist 
of commissions, premium taxes, advertising and certain other costs. The recoverability of premium acquisition costs 
generally reflects anticipation of investment income. The unamortized balances of deferred premium acquisition costs 
are included in other assets and were $1,768 million and $1,770 million at December 31, 2010 and 2009, respectively. 


Regulated utilities and energy businesses 


Certain domestic energy subsidiaries prepare their financial statements in accordance with ASC 980 Regulated 
Operations, reflecting the economic effects from the ability to recover certain costs from customers and the 
requirement to return revenues to customers in the future through the regulated rate-setting process. Accordingly, 
certain costs are deferred as regulatory assets and obligations are accrued as regulatory liabilities which will be 
amortized over various future periods. At December 31, 2010, the Consolidated Balance Sheet includes 
$2,497 million in regulatory assets and $1,664 million in regulatory liabilities. At December 31, 2009, the 
Consolidated Balance Sheet includes $2,093 million in regulatory assets and $1,603 million in regulatory 
liabilities. Regulatory assets and liabilities are components of other assets and other liabilities of utilities and 
energy businesses. 
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Regulated utilities and energy businesses (Continued) 


Regulatory assets and liabilities are continually assessed for probable future inclusion in regulatory rates by 
considering factors such as applicable regulatory or legislative changes and recent rate orders received by other 
regulated entities. If future inclusion in regulatory rates ceases to be probable, the amount no longer probable of 
inclusion in regulatory rates is charged to earnings or reflected as an adjustment to rates. 


Life, annuity and health insurance benefits 


The liability for insurance benefits under life contracts has been computed based upon estimated future investment 
yields, expected mortality, morbidity, and lapse or withdrawal rates and reflect estimates for future premiums and 
expenses under the contracts. These assumptions, as applicable, also include a margin for adverse deviation and may 
vary with the characteristics of the reinsurance contract’s date of issuance, policy duration and country of risk. The 
interest rate assumptions used may vary by reinsurance contract or jurisdiction and generally range from 
approximately 3% to 6%. Annuity contracts are discounted based on the implicit rate of return as of the inception of 
the contracts and such interest rates range from approximately 1% to 7%. 


Foreign currency 


The accounts of our non-U.S. based subsidiaries are measured in most instances using the local currency of the 
subsidiary as the functional currency. Revenues and expenses of these businesses are generally translated into U.S. 
Dollars at the average exchange rate for the period. Assets and liabilities are translated at the exchange rate as of the 
end of the reporting period. Gains or losses from translating the financial statements of foreign-based operations are 
included in shareholders’ equity as a component of accumulated other comprehensive income. Gains and losses 
arising from transactions denominated in a currency other than the functional currency of the entity that is party to the 
transaction are included in earnings. 


Income taxes 


We file a consolidated federal income tax return in the United States, which includes our eligible subsidiaries. In 
addition, we file income tax returns in state, local and foreign jurisdictions as applicable. Provisions for current 
income tax liabilities are calculated and accrued on income and expense amounts expected to be included in the 
income tax returns for the current year. 


Deferred income taxes are calculated under the liability method. Deferred income tax assets and liabilities are based 
on differences between the financial statement and tax basis of assets and liabilities at the enacted tax rates. Changes 
in deferred income tax assets and liabilities that are associated with components of other comprehensive income are 
charged or credited directly to other comprehensive income. Otherwise, changes in deferred income tax assets and 
liabilities are included as a component of income tax expense. Changes in deferred income tax assets and liabilities 
attributable to changes in enacted tax rates are charged or credited to income tax expense in the period of enactment. 
Valuation allowances are established for certain deferred tax assets where realization is not likely. 


Assets and liabilities are established for uncertain tax positions taken or positions expected to be taken in income tax 
returns when such positions are judged to not meet the “more-likely-than-not” threshold based on the technical merits 
of the positions. Estimated interest and penalties related to uncertain tax positions are generally included as a 
component of income tax expense. 


New accounting pronouncements 


We adopted FASB Accounting Standards Updates (“ASU”) 2009-16 and ASU 2009-17 as of January 1, 2010. ASU 
2009-16 eliminated the concept of a qualifying special-purpose entity (“QSPE’”) and the exemption of QSPEs from 
previous consolidation guidance and also modified the criteria for derecognizing financial assets by transferors. ASU 
2009-17 amended the standards related to consolidation of variable interest entities. ASU 2009-17 included new 
criteria for determining the primary beneficiary of VIEs and increased the frequency in which reassessments must be 
made to determine the primary beneficiary of VIEs. The guidance in these standards is applied prospectively except 
that upon the adoption of ASU 2009-17 we reevaluated VIEs for purposes of determining whether or not those entities 
should be included in our Consolidated Financial Statements based on the new guidance. See Notes 7 and 14 for 
information concerning the most significant impact of adopting these pronouncements. 
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(t) New accounting pronouncements (Continued) 


In January 2010, the FASB issued ASU 2010-06, “Improving Disclosures About Fair Value Measurements.” ASU 
2010-06 requires the separate disclosure of significant transfers into and out of the Level 1 and Level 2 categories; 
requires fair value measurement disclosures for each class of assets and liabilities; and requires disclosures about 
valuation techniques and inputs used in Level 2 and Level 3 fair value measurements. These disclosure requirements 
became effective at the beginning of 2010. In addition, effective in fiscal years beginning after December 15, 2010, 
ASU 2010-06 also requires Level 3 disclosures of activity on a gross rather than a net basis. We do not anticipate that 
the remaining disclosures under ASU 2010-06 will have a material impact on our Consolidated Financial Statements. 


In July 2010, the FASB issued ASU 2010-20, “Disclosures about the Credit Quality of Financing Receivables and 
the Allowance for Credit Losses.” ASU 2010-20 requires increased disclosures about the credit quality of financing 
receivables and allowances for credit losses, including disclosure about credit quality indicators, past due 
information and modifications of finance receivables. The guidance regarding end of period reporting is effective 
for reporting periods ending after December 15, 2010, while guidance about activity during the reporting period is 
effective for reporting periods beginning after December 15, 2010, except for guidance regarding loan 
modifications, which has been delayed. We do not anticipate that the adoption of ASU 2010-20 will have a material 
impact on our Consolidated Financial Statements. 


In October 2010, the FASB issued ASU 2010-26, “Accounting for Costs Associated with Acquiring or Renewing 
Insurance Contracts.” ASU 2010-26 modifies the types of costs incurred by insurance entities that are deferred in 
the acquiring or renewing of insurance contracts. ASU 2010-26 requires that only direct incremental costs related 
to successful efforts are capitalized. Capitalized costs may include certain advertising costs which are allowed 
to be capitalized if the primary purpose of the advertising is to elicit sales to customers proven to have responded 
directly to the advertising and the probable future revenues generated from the advertising are proven to be in 
excess of expected future costs to be incurred in realizing those revenues. ASU 2010-26 is effective for fiscal 
years and interim periods beginning after December 15, 2011 and may be applied on a prospective or retrospective 
basis. We are evaluating the effect that the adoption of ASU 2010-26 will have on our Consolidated Financial 
Statements. 


In December 2010, the FASB issued ASU 2010-28, “When to Perform Step 2 of the Goodwill Impairment Test for 
Reporting Units with Zero or Negative Carrying Amounts.” ASU 2010-28 modifies Step 1 of the goodwill 
impairment test for reporting units with zero or negative carrying amounts. For those reporting units, Step 2 of the 
goodwill impairment test is required if it is more likely than not that a goodwill impairment exists, after 
considering whether there are any adverse qualitative factors indicating that an impairment may exist. ASU 
2010-28 is effective prospectively for fiscal years and interim periods beginning after December 15, 2011. We do 
not anticipate the adoption of ASU 2010-28 will have a material impact on our Consolidated Financial Statements. 


(2) Significant business acquisitions 


Our long-held acquisition strategy is to purchase businesses with consistent earning power, good returns on equity and able 
and honest management at sensible prices. 


On February 12, 2010, we acquired all of the outstanding common stock of the Burlington Northern Santa Fe 
Corporation that we did not already own (about 264.5 million shares or 77.5%) for aggregate consideration of $26.5 billion 
that consisted of cash of approximately $15.9 billion with the remainder in Berkshire common stock (80,931 Class A shares 
and 20,976,621 Class B shares). Approximately 50% of the cash component was funded with existing cash balances and the 
remaining 50% was funded with proceeds from debt issued by Berkshire. The acquisition was completed through the merger 
of a wholly-owned merger subsidiary (a Delaware limited liability company) and Burlington Northern Santa Fe Corporation. 
The merger subsidiary was the surviving entity and was renamed Burlington Northern Santa Fe, LLC (“BNSF”). BNSF is 
based in Fort Worth, Texas, and through BNSF Railway Company operates one of the largest railroad systems in North 
America with approximately 32,000 route miles (including 23,000 route miles of track owned by BNSF) of track in 28 states 
and two Canadian provinces. 
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Prior to February 12, 2010, we owned 76.8 million shares of BNSF (22.5% of the outstanding shares), 
which were acquired between August 2006 and January 2009. We accounted for those shares pursuant to the 
equity method and as of February 12, 2010, our investment had a carrying value of $6.6 billion. We are 
accounting for the acquisition of BNSF pursuant to the acquisition method under Accounting Standards 
Codification Section 805 Business Combinations (“ASC 805”). Upon completion of the acquisition of the 
remaining BNSF shares, we were required under ASC 805 to re-measure our previously owned investment in 
BNSF at fair value as of the acquisition date. In the first quarter of 2010, we recognized a one-time holding gain 
of approximately $1.0 billion for the difference between the fair value of the BNSF shares and our carrying value 
under the equity method. 


The allocation of the aggregate $34.5 billion purchase price (including the fair value of the previously 
owned shares of BNSF and the value of certain BNSF outstanding equity awards that were converted into 
Berkshire Class B equity awards on the acquisition date) to BNSF’s assets and liabilities is summarized below 
(in millions): 


Assets: Liabilities and Net assets acquired: 

Cash and cash equivalents ............. $ 971 Accounts payable and other liabilities .... $ 6,623 

Property, plant and equipment .......... 43,987 Notes payable and other borrowings ..... 11,142 

Good wall insect btn ats 2 aoa $4 Se 14,803 Income taxes, principally deferred ....... 13,203 

Oiher ss ef 3c obec eed CPS Ae CEH 5,702 30,968 
$65,463 Net assets acquired ...............004. 34,495 


BNSF’s financial statements are included in our Consolidated Financial Statements beginning as of 
February 13, 2010. The following table sets forth certain unaudited pro forma consolidated earnings data for the 
years ended December 31, 2010 and 2009, as if the BNSF acquisition was consummated on the same terms at the 
beginning of 2010 and 2009. Amounts are in millions, except earnings per share. 


2010 2009 
Total revenues +. !c5.6:44.56.60 664 hedce tE Ses O96 GER SS Bae eae dod adasehe $138,004 $126,745 
Net earnings attributable to Berkshire Hathaway shareholders ............ 13,213 9,525 
Earnings per equivalent Class A common share attributable to Berkshire 
Hathaway shareholders: :..a.isc4¢ acectave od Sup aod a papaeehee, eee ae oath a eae 8,024 5,786 


We had no significant business acquisitions in 2009. During 2008, we acquired approximately 64% of the 
outstanding common stock of Marmon Holdings, Inc. (“Marmon”), a private company owned by trusts for the 
benefit of members of the Pritzker Family of Chicago, for approximately $4.8 billion in the aggregate. Marmon 
is an international association of approximately 130 manufacturing and service businesses that operate 
independently within diverse business sectors. Under the terms of the purchase agreement, we will acquire the 
remaining equity interests in Marmon between 2011 and 2014 for consideration to be based on the earnings of 
Marmon. We also acquired several other relatively small businesses during 2008. Consideration paid for all 
businesses acquired in 2008 was approximately $6.1 billion. 
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Investments in securities with fixed maturities as of December 31, 2010 and 2009 are summarized below (in millions). 


Amortized Unrealized Unrealized Fair 

ee, ee, es, I, 
December 31, 2010 
U.S. Treasury, U.S. government corporations and agencies .................5. $2,151 $ 48 $ (2) $ 2,197 
States, municipalities and political subdivisions .......... 0.0.0.0 e eee eee eee 3,356 225 — 3,581 
Foreign gOvermMentS: g.4.i6 enki e a ood PRR adue ease doe eee eee 11,721 242 (51) 11,912 
Corporate: DOndS: v.40 os acta hed mee ed tw hdd Sigianans, Sebel te Kean Mae SRE ae 11,773 2,304 (23) 14,054 
Mortgage-backed securities .. 0... 2. ce eens 2,838 312 (11) 3,139 

$31,839 $3,131 $ (87) $34,883 
Insurance and other ..... 0.0... ccc eet tenet eens $30,862 $3,028 $ (87) $33,803 
Finance and financial products ...... 0.0.0... eee eect eee 977 103 _— 1,080 


$31,839 $3,131 $ (87) $34,883 


December 31, 2009 


U.S. Treasury, U.S. government corporations and agencies ................4-. $ 2,362 $ 46 $ (1) $ 2,407 
States, municipalities and political subdivisions ............ 0.0.0: e eee eee eee 3,689 275 (1) 3,963 
FOLCISM: POVETMMEDLS vs sck o sigis. elk oissacd beg dcelaog Blacks acide aga nd aed eae Be 11,518 368 (42) 11,844 
Corporate bond 2s s:2 vane ati dead ene ent eheee Cased gee eee ees 13,094 2,080 (502) 14,672 
Mortgage-backed Secunities: 2.6: ge casig gs alge plalecn ace peasi esos aca ap nea danas 3,961 310 (26) 4,245 

$34,624 $3,079 $(572) $37,131 
Institance and:other : j..eco dad cas. Vaden eed Oa ee ae ees $33,317 $2,984 $(572) $35,729 
Finance and financial products ......... 00... cece eee teen ene 1,307 95 — 1,402 


$34,624 $3,079 $(572) $37,131 


Unrealized losses include $24 million at December 31, 2010 and $471 million at December 31, 2009, related to securities 
that have been in an unrealized loss position for 12 months or more. During the fourth quarter of 2010, we recorded other-than- 
temporary impairment charges of $1,020 million with respect to certain fixed maturity securities where we concluded that we 
were unlikely to receive all remaining contractual principal and interest amounts when due. These securities had been in an 
unrealized loss position for more than two years. 


The amortized cost and estimated fair value of securities with fixed maturities at December 31, 2010 are summarized 
below by contractual maturity dates. Actual maturities will differ from contractual maturities because issuers of certain of the 
securities retain early call or prepayment rights. Amounts are in millions. 


Due after one Due after five 
Dueinone yearthrough yearsthrough Dueafter Mortgage-backed 


year or less five years ten years ten years securities Total 
Amortized cost... 0... 0. cee cece eee $7,095 $14,734 $4,448 $2,724 $2,838 $31,839 
Fatt Vall: <psiwi ob ota edb ede bobd dos bd aeeccs 7,231 16,146 5,091 3,276 3,139 34,883 


42 


Notes to Consolidated Financial Statements (Continued) 
(4) Investments in equity securities 


Investments in equity securities as of December 31, 2010 and 2009 are summarized below (in millions). 


Unrealized Unrealized Fair 

SSE 2 Ses. ee, ae 
December 31, 2010 
American Express Company ......... 0... cece eee cee eect eee e een eee $ 1,287 $5,220 $ — _— $ 6,507 
The Coca-Cola Comipany ¢ is acdiee ob at eiges Eke Ee Se tae ewes ee 1,299 11,855 _— 13,154 
The Procter & Gamble Company ........... 0.0... c cece eee eee 4,321 336 _— 4,657 
Wells: Fargo:& Company © 2.42204 s.ecyele basin aes See de ee eno eeae eee 8,015 3,521 (413) 11,123 
OUNEE soi ebeo8454 bb ad RS AA el oes ehe sida ane ebereeokpehe at 20,622 5,709 (259) 26,072 

$35,544 $26,641 $ (672) $61,513 
Insurance and other 1.0.0... 0. ee teen ene teen e nen $34,875 $25,616 $ (672) $59,819 
Railroad, utilities and energy * 2.0... 2. ee cee ee 232 950 — 1,182 
Finance and financial products * 21... 0.2... cee ee 437 75 —_— 512 


$35,544 $26,641 $ (672) $61,513 


December 31, 2009 


American Express Company ........... 0. cece eee eee cece ene eens $ 1,287 $4856 $ — — $ 6,143 
The Coca-Cola Company s.2oj.0c ope peste ted Gea par ep eas 1,299 10,101 —_— 11,400 
The Procter & Gamble Company ........... 0.0.0. c cece eee 4,962 78 — 5,040 
Wells Fargo:& Company o.eccohcaci spc ectcnss gatos Mala agen ieee bea ap aa aes as 7,394 2,721 (1,094) 9,021 
OUND to3.05605000 hous ened eid Chee ee dsewdee bobbed bee at 22,265 7,118 (1,953) 27,430 

$37,207 $24,874  $(3,047) $59,034 
Insurance and other ...... 0.0.0... ccc cee eee eens nee n eee $36,538 $23,070 $(3,046) $56,562 
Railroad, utilities and energy * 1.1... 2. ee cee 232 1,754 — 1,986 
Finance and financial products * 2.0... ... cee eee nee 437 50 (1) 486 


$37,207 $24,874  $(3,047) $59,034 


* Included in Other assets. 


Unrealized losses of equity investments at December 31, 2010 that were in a continuous loss position for more than twelve 
months and for which other-than-temporary impairment charges were not recorded were $531 million, including $384 million 
related to Wells Fargo & Company. As of December 31, 2009, unrealized losses over one year in duration were approximately 
$2.7 billion, including $832 million related to Wells Fargo & Company. As of December 31, 2010, such losses generally ranged 
between 3% and 15% of the original cost of the related individual securities. We believe that the impairment of each of the 
individual securities that have been in an unrealized loss position over twelve months as of December 31, 2010 is temporary. 
Our belief is based on (a) our ability and current intent to hold the securities to recovery; (b) our assessment that the underlying 
business and financial condition of the issuers improved over the past year and that such conditions are currently favorable; 
(c) our opinion that the relative price declines are not significant; (d) the fact that the market prices of these issuers have 
increased over the past year; and (e) our belief that it is reasonably possible that market prices will increase to and exceed our 
cost in a relatively short period of time. Changes in market conditions and other facts and circumstances may change the 
business prospects of these issuers as well as our ability and current intent to hold these securities until the prices recover. 


During the fourth quarter of 2010, we recorded other-than-temporary impairment losses of $938 million related to certain 
other equity securities. These securities had been in unrealized loss positions for over two years. The amount of the impairments 
averaged about 20% of the original cost of each security. Other-than-temporary impairment losses result in a reduction of the 
cost basis of the investment but not the fair value. Accordingly, such losses that are included in earnings are offset by a 
corresponding credit to other comprehensive income. 
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(5) Other investments 


Other investments include fixed maturity and equity securities of The Goldman Sachs Group, Inc. (“GS”), General Electric 
Company (“GE”), Wm. Wrigley Jr. Company (“Wrigley”), Swiss Reinsurance Company Ltd. (“Swiss Re”) and The Dow 
Chemical Company (“Dow”). As of December 31, 2009, we also owned 22.5% of BNSF’s outstanding common stock, which 
we accounted for pursuant to the equity method and included in other investments of insurance and other businesses in our 
Consolidated Balance Sheet. Upon acquiring all remaining outstanding shares of BNSF on February 12, 2010, we discontinued 
using the equity method and began consolidating the accounts of BNSF. See Note 2. A summary of other investments follows 
(in millions). 


Unrealized Fair Carrying 
Cost Gains Value Value 
December 31, 2010 
Other fixed maturity and equity securities: 
TSA CE ANG OtHEl ox. cer seeriecate acd gsetens akc duathGplere arse va aa suieaue thoks wanes Aland shee eh $15,700 $4,758 $20,458 $19,333 
Finance and financial products ....... 0... cece cece teens 2,742 947 3,689 3,676 


$18,442 $5,705 $24,147 $23,009 


December 31, 2009 
Other fixed maturity and equity securities: 


Tnstirancé and Other sce o8 ech oe paddle Gudea dees eee dee ees $18,347 $5,451 $23,798 $22,854 
Finance and financial products ........... 0... c eee eee eee eee 2,742 428 3,170 3,160 
Equity method-BNSF (g...0¢-0cnecr cena eed das eae eed de eed beak es 5,851 1,721 7,572 6,586 


$26,940 $7,600 $34,540 $32,600 


We own 50,000 shares of 10% Cumulative Perpetual Preferred Stock of GS (“GS Preferred”) and warrants to purchase 
43,478,260 shares of common stock of GS (“GS Warrants”) which we acquired in 2008 for a combined cost of $5 billion. The 
GS Preferred may be redeemed at any time by GS at a price of $110,000 per share ($5.5 billion in aggregate). The GS Warrants 
expire in 2013 and can be exercised for an additional aggregate cost of $5 billion ($115/share). In 2008, we also acquired 30,000 
shares of 10% Cumulative Perpetual Preferred Stock of GE (“GE Preferred”) and warrants to purchase 134,831,460 shares of 
common stock of GE (“GE Warrants”) for a combined cost of $3 billion. The GE Preferred may be redeemed by GE beginning 
in October 2011 at a price of $110,000 per share ($3.3 billion in aggregate). The GE Warrants expire in 2013 and can be 
exercised for an additional aggregate cost of $3 billion ($22.25/share). 


We own $4.4 billion par amount of 11.45% Wrigley subordinated notes due in 2018 and $2.1 billion of 5% Wrigley 
preferred stock, which we acquired in 2008. In December 2009, we also acquired $1.0 billion par amount of Wrigley senior 
notes due in 2013 and 2014. The Wrigley subordinated and senior notes are classified as held-to-maturity and we carry these 
investments at cost, adjusted for foreign currency exchange rate changes that apply to certain of the senior notes. We carry the 
Wrigley preferred stock at fair value classified as available-for-sale. 


We own 3,000,000 shares of Series A Cumulative Convertible Perpetual Preferred Stock of Dow (“Dow Preferred’’), which 
we acquired in 2009 for a cost of $3 billion. Under certain conditions, each share of the Dow Preferred is convertible into 
24.201 shares of Dow common stock. Beginning in April 2014, if Dow’s common stock price exceeds $53.72 per share for any 
20 trading days in a consecutive 30-day window, Dow, at its option, at any time, in whole or in part, may convert the Dow 
Preferred into Dow common stock at the then applicable conversion rate. The Dow Preferred is entitled to dividends at a rate of 
8.5% per annum. 


In 2009, we also acquired a 12% convertible perpetual capital instrument issued by Swiss Re at a cost of $2.7 billion. The 
instrument had a face amount of 3 billion Swiss Francs (“CHF”). The terms of the instrument allowed Swiss Re to redeem at its 
option the instrument under certain conditions. On November 3, 2010, we entered into an agreement with Swiss Re regarding 
the redemption of the instrument in exchange for aggregate consideration of approximately CHF 3.9 billion of which CHF 
180 million was received on November 25, 2010 with the remainder to be paid to us in 2011. As of December 31, 2010, the 
amount due (and subsequently received on January 10, 2011) was classified in our Consolidated Balance Sheet as a component 
of receivables of insurance and other businesses. 
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(6) Investment gains/losses 


Investment gains/losses are summarized below (in millions). 


2010 2009 2008 


Fixed maturity securities 


Gross gains from sales and other disposals ......... 0... 0.0 $ 720 $357 $ 212 

Gross losses from sales and other disposals ............ 00 0c cece cece nee eee (16) (54) (20) 
Equity and other securities 

Gross gains from sales and other disposals ...... 2.0... 0c cece eee eee 2,603 701 1,256 

Gross losses from:sales: s..4 64.4.4.804.5:00445.00 044080 aA esd Sed oeda bowed yee aed ended (266) (617) (530) 
CUE R aso Sse os meee’ aoc Racca ee tok Rha: aR Roe aerate o BR 2 Sekt AS acted dee, alge. We ade eee 1,017* (69) 255 


$4,058 $318 $1,173 


* Includes a one-time holding gain of $979 million related to the BNSF acquisition. See note 2. 
Net investment gains/losses are reflected in the Consolidated Statements of Earnings as follows. 


[TSU MANIC ANG OUNCE ante sate estaceate ete teen lank ePinna deee tesa ange eetatrecm anand aati, ork ends. ee teoetien wie watt dte eels $4,044 $358 $1,166 
Finance and financial products ....... 2.0.0... ccc ccc cence eben eee eens 14 (40) 7 


$4,058 $318 $1,173 


(7) Receivables 


Receivables of insurance and other businesses are comprised of the following (in millions). 


2010 2009 
Insurance premiums receivable ............ 00. c cette teen teen teen ees $ 6,342 $ 5,295 
Reinsurance recoverable on unpaid losses .... 0.0... cece cece eee tenet nent eee 2,735 2,922 
Trade and other receivables . 00. 0c ce eee reece aes e eee beensuseseeebeeeneeegbenenee nes 12,223 6,977 
Allowances for uncollectible accounts ......... 00. e eee enenee eee n tent n eens (383) (402) 


$20,917 $14,792 


As of December 31, 2010, trade and other receivables included approximately $3.9 billion (CHF 3.7 billion) related to the 
redemption of the Swiss Re convertible capital instrument. See Note 5. 


Loans and finance receivables of finance and financial products businesses are comprised of the following (in millions). 


2010 2009 
Consumer installment loans and finance receivables ........ 0... 000. eee $14,042 $12,779 
Commercial loans and finance receivables ........ 0... ce eee eee ee eee en ene 1,557 1,558 
Allowances for uncollectiblé 1Oans segs. 5.5. 664 sees deh ee giacaenaes & eee deca nade ba ad, be cela eb BUR dak oe Ree te (373) (348) 


$15,226 $13,989 


Consumer installment loans receivable increased by approximately $1.5 billion as of January 1, 2010 due to the adoption of 
ASU 2009-17. As of December 31, 2010, the outstanding balance of such loans was approximately $1.3 billion. 


Allowances for uncollectible loans primarily relate to consumer installment loans. Provisions for consumer loan losses 
were $343 million in 2010 and $380 million in 2009. Loan charge-offs were $349 million in 2010 and $335 million in 2009. 
Consumer loan amounts are net of acquisition discounts of $580 million at December 31, 2010 and $594 million at 
December 31, 2009. At December 31, 2010, approximately 96% of consumer installment loan balances were evaluated 
collectively for impairment whereas about 91% of commercial loan balances were evaluated individually for impairment. 
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(7) Receivables (Continued) 


As a part of the evaluation process, credit quality indicators are reviewed and loans are designated as performing or 
non-performing. At December 31, 2010, approximately 98% of consumer installment and commercial loan balances were 
determined to be performing and approximately 93% of those balances were current as to payment status. 


(8) Inventories 


Inventories are comprised of the following (in millions). 


2010 2009 
Raw abe ttal Sie greet, ote gett Getic eect ect ace eee epee ry AS Gln eee oe etc eee ees eee $1,066 $ 908 
Workin process and Other’. sc. 2.2.04 sais abe as etleh eeu dad Meek ab eae ed ede eee eee eA aes 509 438 
Finished manufactured goods ........... 00 cece tented eee e beeen eens 2,180 1,975 
Goods ACquired TOrTESAle: sel aca dreds hp aed Heed eae na seen QdOk alee ERA Dee eo Med hee Wy See oe ke 3,346 2,826 


$7,101 $6,147 


(9) Goodwill and other intangible assets 


A reconciliation of the change in the carrying value of goodwill is as follows (in millions). 


2010 2009 
Balance:at begmnins of year i. i622 3idgeddasesded bi dse heed bieks tembhadaridd Se ladeciddeedyd $33,972 $33,781 
Acquisition:of BNSF: :.4)5.. snaee co4 weds ate Ree nee Ma eRe ob 4's BA ae EEE ke ealee ee 14,803 — 
Ober 2508. ce ee Se bie yeaah ee Soo ae ede AEs See Hh cise ne ae PSS 231 191 
Balance atiend Of yea? .3...5.5 aeihideigis edd duaedennde ing hited eedta eee bone bebe ds $49,006 $33,972 


Intangible assets other than goodwill are included in other assets and are summarized as follows (in millions). 


2010 2009 

Gross carrying Accumulated Gross carrying Accumulated 

amount amortization amount amortization 
Insurance and other ..... 0.0.0... ccc cece eee eee enna $6,944 $1,816 $6,334 $1,632 
Railroad, utilities and energy ......... 0.0.0... cece eee eee 2,082 306 76 24 
$9,026 $2,122 $6,410 $1,656 
Trademarks and tradenames .......... 00.0 cc cece eee eee eens $2,027 $ 166 $2,013 $ 114 
Patents and technology .......... 20.0 cece cece ee eee eens 2,922 1,013 1,656 808 
Customer relationships o.¢.4¢ 05 440 aa doe Rees Oa awa ee 8 2,676 612 2,080 426 
WEB ese oi eee Sos Sosa Blais Ss ee hes naa ew Be ae ew i eee A 1,401 331 661 308 
$9,026 $2,122 $6,410 $1,656 


Intangible assets with definite lives are amortized based on the estimated pattern in which the economic benefits are 
expected to be consumed or on a straight-line basis over their estimated economic lives. Amortization expense was 
$692 million in 2010, $414 million in 2009 and $362 million in 2008. Estimated amortization expense over the next five 
years is as follows (in millions): 2011 — $720; 2012 — $700; 2013 — $681; 2014 — $632; and 2015 — $345. Intangible assets 
with indefinite lives as of December 31, 2010 and 2009 were $1,635 million and $1,127 million, respectively. Intangible 
assets are reviewed for impairment when events or changes in circumstances indicate that the carrying amount may not be 
recoverable. 
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(10) Property, plant and equipment 


Property, plant and equipment of our insurance and other businesses is comprised of the following (in millions). 


Ranges of 
estimated useful life 2010 2009 

MATIC ieee eee erce fe yeansne hac teases Gaetan dee eee ea edd ane, ao fee eee acme eae ashe — $ 744 $ 740 
Buildings and improvements ........... 0.0.02 c eee cece eee 3 — 40 years 4,661 4,606 
Machinery and equipment. «2.0. .c.0.0secaseevetedest nice tae Ge eae see eh Ege ee eS 3 — 25 years 11,573 10,845 
Furniture; ‘fixtures:and ‘Other sos.4.6-0ksns0s-cicaze 4. Sacee dda gc Seduete oslo ebb, ak eee ar BGS ow BL 3 — 20 years 1,932 1,595 
NSSetS Meld TOR TEASE oe: 205 748d 2% arcsec dts pistes to at odiate mehr herelean ard, Wises des eeees Mure xesedee-are dae Sot 12 -30 years 5,832 5,706 

24,742 23,492 
Accumulated depreciation: 3.1 os 44-20604 anced Katies EER Cah SS eae RRA wea (9,001) (7,772) 


$15,741 $15,720 


Assets held for lease consist primarily of railroad tank cars, intermodal tank containers and other equipment in the 
transportation and equipment services businesses of Marmon. As of December 31, 2010, the minimum future lease rentals to be 
received on the equipment lease fleet (including rail cars leased from others) were as follows (in millions): 2011 — $608; 2012 — 
$457; 2013 — $310; 2014 — $198; 2015 — $125; and thereafter — $243. 


Property, plant and equipment of our railroad, utilities and energy businesses is comprised of the following (in millions). 


Ranges of 
estimated useful life 2010 2009 

Railroad: 

Er ee eee a Re = $ 5,901 $ — 

Track structure and other roadway ........ 0... 0c eee eee 5 — 100 years 35,463 — 

Locomotives, freight cars and other equipment ........... 00.000. e eee ee eee 1 — 37 years 4,329 — 

CONSHUCHON IN PLOPTESS: «hice ees et oe be dheeedds ad eigen abieen ed — 453 — 
Utilities and energy: 

Utility generation, distribution and transmission system ...................-. 5 — 85 years 37,643 35,616 

Interstate pipeline assets: ¢ seo. sec 4 wae bea eae ba ee deb ie ea a ease goa 3 — 67 years 5,906 5,809 

Independent power plants and other assets ......... 00.0... 00 c eee eee eee 3 — 30 years 1,097 1,157 

CONStUCHION. ID: PLOSTESS: sg. ha bca ec sled 6 pleas a athe dion Mao dees hea & — 1,456 2,152 

92,248 44,734 

Accumulated depreciation 2.5 esc. pokewdoaee bie OVA eRe bode eee Ree ee (14,863) (13,798) 


$ 77,385 $ 30,936 


Railroad property, plant and equipment include the land, other roadway, track structure and rolling stock (primarily 
locomotives and freight cars) of BNSF, which we acquired on February 12, 2010. See Note 2. The cost of these assets includes 
the fair value adjustments made as of the acquisition date. The utility generation, distribution and transmission system and 
interstate pipeline assets are the regulated assets of public utility and natural gas pipeline subsidiaries. 
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(11) Derivative contracts 


Derivative contracts are used primarily by our finance and financial products businesses and our railroad, utilities and 
energy businesses. As of December 31, 2010 and 2009, substantially all of the derivative contracts of our finance and financial 
products businesses are not designated as hedges for financial reporting purposes. These contracts were initially entered into 
with the expectation that the premiums received would exceed the amounts ultimately paid to counterparties. Changes in the fair 
values of such contracts are reported in earnings as derivative gains/losses. A summary of derivative contracts of our finance 
and financial products businesses follows (in millions). 


2010 2009 
Notional Notional 
Assets 3) Liabilities Value Assets) Liabilities Value 

Equity index put options ....... 0.0... cee eee ee $— $6,712 $33,891 $§ — $7,309 $37,990”) 
Credit default obligations: 

High:yield mdexes.2. os opsbee¢ ease beeed es cy eee hs eeeEd — 159 4.8930) — 781 5,533) 

States/municipalities ...... 0.0... eee eee ee — 1,164 16,0422 — 853 16,0420) 

Individual corporate ......... 2.0... cece eee ee 84 — 3,565) 81 — 3,565) 
CODER ioeticke Ge ha theca Hee et ara pegs Grated ape a ae eae h ae gon 341 375 378 360 
Counterparty netting ..... 0... eee eee eee (82) (39) (193) (34) 

$343 $8,371 $ 266 $9,269 


“) Represents the aggregate undiscounted amount payable at the contract expiration dates assuming that the value of each 
index is zero at the contract expiration date. 


(2) Represents the maximum undiscounted future value of losses payable under the contracts. The number of losses required to 
exhaust contract limits under substantially all of the contracts is dependent on the loss recovery rate related to the specific 
obligor at the time of a default. 


(3) Included in Other assets of finance and financial products businesses. 


A summary of derivative gains/losses of our finance and financial products businesses included in the Consolidated 
Statements of Earnings are as follows (in millions). 


2010 2009 2008 
Equity index put OptlOMS: ..22:0c00 nc acnie coi eeeded dade ed dod esed ie ind deeds beg ek ode $172 $2,713 $(5,028) 
Credit default ob atrOms 3.6.5: signee cee race Grginreia dnd adcelap ay ectcnrcay Rea A GeR ach bag dceca ate Pa aden Hab a Ree gee 250 789 (1,774) 
OEE sso eva utlvee ike SORA SE Sahay aad s ieee Hadad dae eee ae aay ae (161) 122 (19) 


$ 261 $3,624 $(6,821) 


The equity index put option contracts are European style options written on four major equity indexes. Future payments, if 
any, under these contracts will be required if the underlying index value is below the strike price at the contract expiration dates 
which occur between June 2018 and January 2026. We received the premiums on these contracts in full at the contract inception 
dates and therefore we have no counterparty credit risk. During the fourth quarter of 2010, certain of these contracts were 
unwound at the instigation of our counterparty to these contracts. We had originally received premiums of $647 million for 
these contracts and we paid $425 million to unwind the contracts. The notional value of these contracts was approximately 
$4.3 billion. 


At December 31, 2010, the aggregate intrinsic value (the undiscounted liability assuming the contracts are settled on their 
future expiration dates based on the December 31, 2010 index values and foreign currency exchange rates) was approximately 
$3.8 billion. However, these contracts may not be unilaterally terminated or fully settled before the expiration dates and 
therefore the ultimate amount of cash basis gains or losses on these contracts may not be determined for many years. The 
remaining weighted average life of all contracts was approximately 10 years at December 31, 2010. 


Our credit default contracts pertain to various indexes of non-investment grade (or “high yield”) corporate issuers, state/ 
municipal debt issuers and other individual corporate issuers. These contracts cover the loss in value of specified debt 
obligations of the issuers arising from default events, which are usually from their failure to make payments or bankruptcy. Loss 
amounts are subject to aggregate contract limits. 
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(11) Derivative contracts (Continued) 


The high yield index contracts are comprised of specified North American corporate issuers (usually 100 in number at 
inception) whose obligations are rated below investment grade. High yield contracts remaining in-force at December 31, 2010 
expire from 2011 through 2013. State and municipality contracts are comprised of over 500 state and municipality issuers and 
had a weighted average contract life at December 31, 2010 of approximately 10.1 years. Potential obligations related to 
approximately 50% of the notional value of the state and municipality contracts cannot be settled before the maturity dates of 
the underlying obligations, which range from 2019 to 2054. 


Premiums on the high yield index and state/municipality contracts are received in full at the inception dates of the contracts 
and, as a result, we have no counterparty credit risk. Our payment obligations under certain of these contracts are on a first loss 
basis. Losses under other contracts are subject to aggregate deductibles that must be satisfied before we have any payment 
obligations. 


Individual corporate credit default contracts primarily relate to issuers of investment grade obligations. In most instances, 
premiums are due from counterparties on a quarterly basis over the terms of the contracts. As of December 31, 2010, all of the 
contracts in-force expire in 2013. 


With limited exceptions, our equity index put option and credit default contracts contain no collateral posting requirements 
with respect to changes in either the fair value or intrinsic value of the contracts and/or a downgrade of Berkshire’s credit 
ratings. As of December 31, 2010, our collateral posting requirement under contracts with collateral provisions was $31 million 
compared to $35 million at December 31, 2009. As of December 31, 2010, had Berkshire’s credit ratings (currently AA+ from 
Standard & Poor’s and Aa2 from Moody’s) been downgraded below either A- by Standard & Poor’s or A3 by Moody’s an 
additional $1.1 billion would have been required to be posted as collateral. 


Our railroad and regulated utility subsidiaries are exposed to variations in the market prices in the purchases and sales of 
natural gas and electricity and in commodity fuel costs. Derivative instruments, including forward purchases and sales, futures, 
swaps and options, are used to manage these price risks. Unrealized gains and losses under the contracts of our regulated 
utilities that are probable of recovery through rates are recorded as a regulatory net asset or liability. Unrealized gains or losses 
on contracts accounted for as cash flow or fair value hedges are recorded in accumulated other comprehensive income or in net 
earnings, as appropriate. Derivative contract assets included in other assets of railroad, utilities and energy businesses were 
$231 million and $188 million as of December 31, 2010 and 2009, respectively. Derivative contract liabilities included in 
accounts payable, accruals and other liabilities of railroad, utilities and energy businesses were $621 million as of December 31, 
2010 and $581 million as of December 31, 2009. 


(12) Supplemental cash flow information 


A summary of supplemental cash flow information for each of the three years ending December 31, 2010 is presented in 
the following table (in millions). 


2010 2009 2008 

Cash paid during the year for: 

INGOME TAKES aise u Gad Ae aesttaauis ew aah dew dake bee be Gael A $ 3,547 $2,032 $3,530 

Interest of insurance and other businesses ........... 0.000 cece ene eens 185 145 197 

Interest of railroad, utilities and energy businesses .............0 0000 eee eee cece 1,667 1,142 1,172 

Interest of finance and financial products businesses ......... 00.0 e eee cece eee eens 708 615 522 
Non-cash investing and financing activities: 

Liabilities assumed in connection with acquisition of BNSF ................0 0000 e ee eee 30,968 — — 

Common stock issued in connection with acquisition of BNSF ............. 0.02002 ee eee 10,577 — — 

Liabilities assumed in connection with acquisitions of other businesses ...............-4- 438 278 4,763 

Equity/fixed maturity securities exchanged for other securities/investments ............... — — 2,329 


(13) Unpaid losses and loss adjustment expenses 


The liabilities for unpaid losses and loss adjustment expenses are based upon estimates of the ultimate claim costs 
associated with property and casualty claim occurrences as of the balance sheet dates including estimates for incurred but not 
reported (“IBNR”) claims. Considerable judgment is required to evaluate claims and establish estimated claim liabilities. 
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A reconciliation of the changes in liabilities for unpaid losses and loss adjustment expenses of our property/casualty 
insurance subsidiaries is as follows (in millions). 


ae, 

Unpaid losses and loss adjustment expenses: 

Gross liabilities at beginning of year... 6... cece eee $ 59,416 $56,620 $ 56,002 

Ceded losses and deferred charges at beginning of year ............ 2.0.00. 0c ee (6,879) (7,133) (7,126) 

Net balance at beginning of year ..... 0.0... cece cette een ene 52,537 49,487 48,876 
Incurred losses recorded during the year: 

Current accident year i.4...604sde00e0ia wierd beh das beter ebdsiewesvaddestiaed 20,357 19,156 17,399 

PriGr ACCIdENt Years) 516 ho Mee udaeditcpeahacdaleyes weg a Revie adie A chat @y ae arena A wee eae (2,270) (905) (1,140) 

Total mcurred TOSSES. 5 s.50sd-scesedee ae Baal eee 5. Se dae ae Seas Sea Pee 18,087 18,251 16,259 
Payments during the year with respect to: 

Current: accident Year vs.0 wdeccidaes bie ett ieee doa hed eale beret BEROM he Rae ed (7,666) (7,207) (6,905) 

Prior accident: years: «6 o6 ss bkitan AGS eae ew oa See ee ed ede (9,191) (8,315) (8,486) 

TOtal PAy MENS 035. ss. odes tere ninraeecaee waa gaged ab he dean end ake a tah eanladth de Aes linee eewene (16,857) (15,522) (15,391) 
Unpaid losses and loss adjustment expenses: 

Net balance at-end of year v2.8.5 seune eae ee eae ded in eee we ESS 53,767 52,216 49,744 

Ceded losses and deferred charges at end of year ... 0.0.0... cece cece 6,545 6,879 7,133 

Foreign currency translation adjustment ........ 0.0... cece eee eee eee (312) 232 (616) 

ACQUISINONS: 44.4 c0ee pbk a¥ node nes ot Mites Me sb R ean bdn ca ees eh eee akees eh 75 89 359 
Gross liabilities at end of year... 0.0... ett e eee eee eeneee $ 60,075 $59,416 $ 56,620 


Incurred losses recorded during the current year but attributable to a prior accident year (“prior accident years’’) reflects the 
amount of estimation error charged or credited to earnings in each calendar year with respect to the liabilities established as of 
the beginning of that year. We reduced the beginning of the year net losses and loss adjustment expenses liability by 
$2,626 million in 2010, $1,507 million in 2009 and $1,690 million in 2008, which excludes the effects of prior years’ discount 
accretion and deferred charge amortization referred to below. In each year, the reductions in loss estimates for occurrences in 
prior years were primarily due to lower than expected severities and frequencies on private passenger and commercial auto 
claims, lower than expected reported reinsurance losses in both property and casualty lines and lower than expected medical 
malpractice losses. Accident year loss estimates are regularly adjusted to consider emerging loss development patterns of prior 
years’ losses, whether favorable or unfavorable. 


Incurred losses for prior accident years also include amortization of deferred charges related to retroactive reinsurance 
contracts incepting prior to the beginning of the year and the accretion of the net discounts recorded on certain workers’ 
compensation loss reserves. Amortization charges included in prior accident years’ losses were $261 million in 2010, 
$504 million in 2009 and $451 million in 2008. Net discounted workers’ compensation liabilities at December 31, 2010 and 
2009 were $2,315 million and $2,356 million, respectively, reflecting net discounts of $2,269 million and $2,473 million, 
respectively. The accretion of discounted liabilities related to prior accident years’ incurred losses was approximately 
$95 million in 2010, $98 million in 2009 and $99 million in 2008. 


We are exposed to environmental, asbestos and other latent injury claims arising from insurance and reinsurance contracts. 
Loss reserve estimates for environmental and asbestos exposures include case basis reserves and also reflect reserves for legal 
and other loss adjustment expenses and IBNR reserves. IBNR reserves are determined based upon our historic general liability 
exposure base and policy language, previous environmental loss experience and the assessment of current trends of 
environmental law, environmental cleanup costs, asbestos liability law and judgmental settlements of asbestos liabilities. 


The liabilities for environmental, asbestos and latent injury claims and claims expenses net of reinsurance recoverables 
were approximately $12.4 billion at December 31, 2010 and $10.6 billion at December 31, 2009. These liabilities included 
approximately $10.7 billion at December 31, 2010 and $9.1 billion at December 31, 2009 of liabilities assumed under 
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retroactive reinsurance contracts. Liabilities arising from retroactive contracts with exposure to claims of this nature are 
generally subject to aggregate policy limits. Thus, our exposure to environmental and latent injury claims under these contracts 
is, likewise, limited. We monitor evolving case law and its effect on environmental and latent injury claims. Changing 
government regulations, newly identified toxins, newly reported claims, new theories of liability, new contract interpretations 
and other factors could result in significant increases in these liabilities. Such development could be material to our results of 
operations. It is not possible to reliably estimate the amount of additional net loss or the range of net loss that is reasonably 
possible. 


(14) Notes payable and other borrowings 


Notes payable and other borrowings are summarized below (in millions). The average interest rates shown in the following 
tables are the weighted average interest rates on outstanding debt as of December 31, 2010. 


Average 
Interest Rate 2010 2009 
Insurance and other: 
Issued by Berkshire parent company due 2011-2047 1.0.0.0... eee eee 1.5% $ 8,360 $ 340 
Short-term subsidiary borrowings ....... 0.00... cece cee eee eee 0.3% 1,682 1,607 
Other subsidiary borrowings due 2011-2036 ....... 0.00... ee eee 5.2% 2,429 2,614 


$12,471 $4,561 


In connection with the BNSF acquisition, Berkshire issued $8.0 billion aggregate par amount of senior unsecured notes 
consisting of $2.0 billion par amount of floating rate notes due in 2011; $1.1 billion par amount of floating rate notes due in 
2012; $600 million par amount of 1.4% notes due in 2012; $1.2 billion par amount of floating rate notes due in 2013; 
$1.4 billion par amount of 2.125% notes due in 2013; and $1.7 billion par amount of 3.2% notes due in 2015. The floating rate 
notes due in 2011 were repaid on February 10, 2011. 


Average 
Interest Rate 2010 2009 
Railroad, utilities and energy: 
Issued by MidAmerican Energy Holdings Company (“MidAmerican’’) and its 
subsidiaries: 

MidAmerican senior unsecured debt due 2012-2037 ....... 0.0.0.0... eee eee 6.1% $ 5,371 $ 5,371 

Subsidiary and other debt due 2011-2039... 2... 2. eee 5.8% 14,275 = 14,208 
Issued by BNSE due 2011-2097) ope nota deud ei shea snide dts so Sheeeea Seed eae 6.1% 11,980 —_— 


$31,626 $19,579 


Berkshire does not guarantee any debt or other borrowings of BNSF, MidAmerican or their subsidiaries. Subsidiary debt 
represents amounts issued by subsidiaries of MidAmerican pursuant to separate financing agreements. All or substantially all of 
the assets of certain MidAmerican subsidiaries are or may be pledged or encumbered to support or otherwise secure the debt. 
These borrowing arrangements generally contain various covenants including, but not limited to, leverage ratios, interest 
coverage ratios and debt service coverage ratios. As of December 31, 2010, BNSF and MidAmerican and its subsidiaries were 
in compliance with all applicable covenants. 


As of the February 12, 2010 acquisition date, BNSF’s outstanding debt was approximately $11.1 billion. During 2010, 
BNSF issued $750 million of 5.75% debentures due in 2040, $250 million of 3.60% debentures due in 2020 and $500 million of 
5.05% debentures due in 2041. BNSF’s borrowings are primarily unsecured. 


Average 
eee 
Finance and financial products: 
Issued by Berkshire Hathaway Finance Corporation (“BHFC”) .................... 4.2% $11,535 $12,051 
Issued by other subsidiaries due 2011-2036 ....... 0.0... eee eee 5.1% 2,942 1,718 


$14,477 $13,769 
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BHFC is a 100% owned finance subsidiary of Berkshire, which has fully and unconditionally guaranteed its securities. 
Debt issued by BHFC matures between 2011 and 2040. During 2010, BHFC issued $750 million par amount of 5.75% senior 
notes due in 2040, $250 million par amount of floating rate senior notes due in 2012 and $500 million par amount of 2.45% 
senior notes due in 2015. In 2010, $2.0 billion par amount of BHFC senior notes matured and were repaid. In January 2011, 
BHFC issued an additional $1.5 billion par amount of notes and repaid $1.5 billion of maturing notes. The new notes are 
unsecured and are comprised of $750 million par amount of 4.25% senior notes due in 2021, $375 million par amount of 1.5% 
senior notes due in 2014 and $375 million par amount of floating rate senior notes due in 2014. 


Prior to our acquisition of Clayton Homes in 2003, certain of its subsidiaries regularly sold their originated and acquired 
installment loans to special purpose entities (“SPEs”). The transferred loans were then securitized and sold to third party 
investors. We continue to service these installment loans and retain residual interests in the securitized loans. As described in 
Note 1(t), ASU 2009-16 eliminated the concept of QSPEs and, in accordance with the requirements of ASU 2009-17, we 
reevaluated the SPEs and determined that the SPEs were variable interest entities that should be consolidated under the new 
guidance, primarily because we are the servicer of the loans and hold the residual interests. Consequently, as of January 1, 2010, 
we increased other borrowings of finance and financial products by approximately $1.5 billion with a corresponding increase in 
consumer installment loans receivable. The SPEs continue to be distinct, bankruptcy remote entities that hold the interests in the 
related installment loans. The cash flows received from the collection of the installment loans continue to be pledged to satisfy 
the principal and interest due on the related debt now recorded in our Consolidated Financial Statements. 


Our subsidiaries have approximately $6.2 billion of available unused lines of credit and commercial paper capacity in the 
aggregate at December 31, 2010, to support our short-term borrowing programs and provide additional liquidity. Generally, 
Berkshire’s guarantee of a subsidiary’s debt obligation is an absolute, unconditional and irrevocable guarantee for the full and 
prompt payment when due of all present and future payment obligations. 


Principal payments expected during the next five years are as follows (in millions). 


2011 2012 2013 2014 2015 


Insurance aNqiOther” sich ou siete kis barker ee ote Secs BPs Bees $3,915 $1,880 $2,706 $ 118 $1,921 
Railroad, utilities and energy ...... 2.0... cece eee eee tenes 2,162 2,097 1,104 1,618 713 
Finance and financial products ............ 0... e cece eee nee 2,031 2,942 3,658 587 1,658 


$8,108 $6,919 $7,468 $2,323 $4,292 


(15) Income taxes 


The liability for income taxes as of December 31, 2010 and 2009 as reflected in our Consolidated Balance Sheets is as 
follows (in millions). 


2010 2009 
Payable curréntly....¢ 3.04.8 saad de eGad ooh eds iGaee eae bad beRoSeweee bee deere de Pes $ (211) $ (396) 
WSL SIC Gs kd oe cacectes ed a eet, ence Gade aegue 85 wa etendusys caanenee aralaaee bemtnuin anaes esd sie eeoe se bueencts, & 35,558 18,695 
Other: 33.4 5cn 0h. id PAR Shae Ha wen Suh Rho OSs one be beh £4 i RES bG 1,005 926 


$36,352 $19,225 


a2 


Notes to Consolidated Financial Statements (Continued) 
(15) Income taxes (Continued) 


The tax effects of temporary differences that give rise to significant portions of deferred tax assets and deferred tax 
liabilities at December 31, 2010 and 2009 are shown below (in millions). 


2010 2009 
Deferred tax liabilities: 
Investments — unrealized appreciation and cost basis differences ................-00. $13,376 $11,880 
Deferred charges reinsurance assumed .......... 0.0.0 cee eee teens 1,334 1,385 
Property, plant and equipment ......... 00... eee eee 24,746 8,135 
MGT 558.6 Sass -cecicatasalsacaies seus Uneas iro ese asain he de nce Pee oe teh ee aD cleared eatin we Sahoo 5,108 4,236 


44,564 25,636 


Deferred tax assets: 


Unpaid losses and loss adjustment expenses ......... 0... c eee eee eee eee ee (1,052) (1,010) 
Unearned Premiums’? gsisce-d peg, ds cacgi peas a sos arated bide wala ds heed eGoklene Lgubincd wep Rubake 35 (508) (500) 
Accrued liabilities 2.6... 0... cen teen nen teen een enn (3,652) (1,643) 
Derivative contract liabilities 22... 0... ccc eet eens (862) (875) 
UMS ie scusnaye woditar elpete-aeaed, aeeceatest ccs anaes State Womnidlann Grater ee Gublane: danguare wanaar ameter atari (2,932) (2,913) 
(9,006) (6,941) 

Netideterred tax lability: i.4.0.0...40ards done cere dawned en geeenee nna Phe edie ead ahha dey $35,558 $18,695 


We have not established deferred income taxes with respect to undistributed earnings of certain foreign subsidiaries. 
Earnings expected to remain reinvested indefinitely were approximately $4.1 billion as of December 31, 2010. Upon 
distribution as dividends or otherwise, such amounts would be subject to taxation in the U.S. as well as foreign countries. 
However, U.S. income tax liabilities could be offset, in whole or in part, by tax credits allowable from taxes paid to foreign 
jurisdictions. Determination of the potential net tax due is impracticable due to the complexities of hypothetical calculations 
involving uncertain timing and amounts of taxable income and the effects of multiple taxing jurisdictions. 


The Consolidated Statements of Earnings reflect charges for income taxes as shown below (in millions). 


2010 2009 2008 
ederals. 4.2204 nd eet Leh ea dee dee thd eae heat ants $4,546 $2,833 $ 915 
State rnoni54204 didn wee te dese tle ava eit aa dances eee duel eden een 337 124 249 
POL ON. «4.202642 ayia dash es at eniet ode dee ced Minin es bie ees 724 581 814 
$5,607 $3,538 $ 1,978 
Current. cesntes ee ea te, Bee eee oe a Ae a oc eo eee $3,668 $1,619 $3,811 
Deferred), vinci ie foe kh ue oe PhS Shes tend Pat dees we header Rie cates 1,939 1,919 (1,833) 


$5,607 $3,538 $ 1,978 


Charges for income taxes are reconciled to hypothetical amounts computed at the U.S. federal statutory rate in the table 
shown below (in millions). 


2010 2009 2008 
Earnings: before: inCOMEAAXKES az. ds gs adeeais oe had paren a ess PEAY A Aaa wee as $19,051 $11,552 $7,574 
Hypothetical amounts applicable to above computed at the federal statutory rate .............. $ 6,668 $ 4,043 $2,651 
‘Tax-exempt interest income: .w/s..2006 eck weed tase bOe PORES bee See ve tebe eee ee (27) (33) (88) 
Dividends tecetved deduction’. ivei- 0.2 «00ers ree 3d tod oe ee bbd ohana debe eet deca’ (477) (479) = (415) 
State income taxes, less federal income tax benefit... 0.0... 0.0.0.0 eens 219 81 162 
Foreign tax rate: differences. vi ..33. coe et hbew owe ia diego taeda gids e be nae ede boeken (154) (92) (59) 
BNSE holding gait 5.2: .ccscupeGieede dente ete rete Chak ee ered edoeeads (342) — — 
Non-taxable exchange of investment ....... 0.0... cee eee cece n nen eens — — (154) 
COMER GITETENCES, NEb 22 cote cetakceee od ene soak euwnsd eke o ins wae een eee ed (280) 18 (119) 


$ 5,607 $ 3,538 $1,978 
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(15) Income taxes (Continued) 


We file income tax returns in the U.S. federal jurisdiction and in state, local and foreign jurisdictions. We are under 
examination by the taxing authorities in many of these jurisdictions. With few exceptions, we have settled tax return liabilities 
with U.S. federal, state, local and foreign tax authorities for years before 2002. We anticipate that we will resolve all 
adjustments proposed by the U.S. Internal Revenue Service (“IRS”) for the 2002 through 2004 tax years at the IRS Appeals 
Division within the next 12 months. The IRS has completed its examination of our consolidated U.S. federal income tax returns 
for the 2005 and 2006 tax years and the proposed adjustments are currently being reviewed by the IRS Appeals Division 
process. The IRS is currently auditing our consolidated U.S. federal income tax returns for the 2007 through 2009 tax years. It is 
reasonably possible that certain of our income tax examinations will be settled within the next twelve months. We currently 
believe that there are no jurisdictions in which the outcome of unresolved issues or claims is likely to be material to the 
Consolidated Financial Statements. 


At December 31, 2010 and 2009, net unrecognized tax benefits were $1,005 million and $926 million, respectively. 
Included in the balance at December 31, 2010, are $774 million of tax positions that, if recognized, would impact the effective 
tax rate. The remaining balance in net unrecognized tax benefits principally relates to tax positions for which the ultimate 
deductibility is highly certain but for which there is uncertainty about the timing of such deductibility. Because of the impact of 
deferred tax accounting, other than interest and penalties, the disallowance of the shorter deductibility period would not affect 
the annual effective tax rate but would accelerate the payment of cash to the taxing authority to an earlier period. As of 
December 31, 2010, we do not expect any material changes to the estimated amount of unrecognized tax benefits in the next 
twelve months. 


(16) Dividend restrictions — Insurance subsidiaries 


Payments of dividends by our insurance subsidiaries are restricted by insurance statutes and regulations. Without prior 
regulatory approval, our principal insurance subsidiaries may declare up to approximately $9 billion as ordinary dividends 
before the end of 2011. 


Combined shareholders’ equity of U.S. based property/casualty insurance subsidiaries determined pursuant to statutory 
accounting rules (Statutory Surplus as Regards Policyholders) was approximately $94 billion at December 31, 2010 and 
$64 billion at December 31, 2009. A significant portion of the increase in statutory surplus in 2010 was due to capital 
contributions by Berkshire in connection with the BNSF acquisition. BNSF is a wholly-owned subsidiary of National Indemnity 
Company, a U.S. based Berkshire insurance subsidiary. Statutory surplus differs from the corresponding amount determined on 
the basis of GAAP. The major differences between statutory basis accounting and GAAP are that deferred charges reinsurance 
assumed, deferred policy acquisition costs, unrealized gains and losses on investments in fixed maturity securities and related 
deferred income taxes are recognized for GAAP but not for statutory reporting purposes. In addition, statutory accounting for 
goodwill of acquired businesses requires amortization of goodwill over 10 years, whereas under GAAP, goodwill is not 
amortized and is subject to periodic tests for impairment. 
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(17) Fair value measurements 


The estimated fair values of our financial instruments are shown in the following table (in millions). The carrying values of 


cash and cash equivalents, accounts receivable and accounts payable, accruals and other liabilities are deemed to be reasonable 
estimates of their fair values. 


Carrying Value Fair Value 
December 31, December 31, December 31, December 31, 
2010 2009 2010 2009 

Investments in fixed maturity securities ...............0 00.0 e eee $34,883 $37,131 $34,883 $37,131 
Investments in equity securities .......... eee eee eee 61,513 59,034 61,513 59,034 
Other investments ........ 0... eee eee eens 23,009 32,600 24,147 34,540 
Loans and finance receivables ........... 0.0 cece eee eens 15,226 13,989 14,453 12,415 
Derivative contract assets () oe eee eae 574 454 574 454 
Notes payable and other borrowings: 

Insurance and other ........ 0... ccc eee tenes 12,471 4,561 12,705 4,669 

Railroad, utilities and energy ........ 0... cece eee eee 31,626 19,579 33,932 20,868 

Finance and financial products ......... 0.0... e ee eee eee 14,477 13,769 15,191 14,355 
Derivative contract liabilities: 

Railroad, utilities and energy 7 1.0... 0... ee eee eee 621 581 621 581 

Finance and financial products .......... 0... e eee eee eee 8,371 9,269 8,371 9,269 


(1) 


(2) 


Included in Other assets 


Included in Accounts payable, accruals and other liabilities 


Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 


market participants as of the measurement date. Fair value measurements assume the asset or liability is exchanged in an orderly 
manner; the exchange is in the principal market for that asset or liability (or in the most advantageous market when no principal 
market exists); and the market participants are independent, knowledgeable, able and willing to transact an exchange. 


Fair values for substantially all of our financial instruments were measured using market or income approaches. Considerable 


judgment may be required in interpreting market data used to develop the estimates of fair value. Accordingly, the estimates 
presented herein are not necessarily indicative of the amounts that could be realized in an actual current market exchange. The use 
of different market assumptions and/or estimation methodologies may have a material effect on the estimated fair value. 


The hierarchy for measuring fair value consists of Levels | through 3. 


Level 1 — Inputs represent unadjusted quoted prices for identical assets or liabilities exchanged in active markets. 
Substantially all of our equity investments are traded on an exchange in active markets and fair values are based on the 
closing prices as of the balance sheet date. 


Level 2 — Inputs include directly or indirectly observable inputs (other than Level 1 inputs) such as quoted prices for 
similar assets or liabilities exchanged in active or inactive markets; quoted prices for identical assets or liabilities 
exchanged in inactive markets; other inputs that may be considered in fair value determinations of the assets or liabilities, 
such as interest rates and yield curves, volatilities, prepayment speeds, loss severities, credit risks and default rates; and 
inputs that are derived principally from or corroborated by observable market data by correlation or other means. Fair 
values for our investments in fixed maturity securities are primarily based on price evaluations which incorporate market 
prices for identical instruments in inactive markets and market data available for instruments with similar characteristics. 
Pricing evaluations generally reflect discounted expected future cash flows, which incorporate yield curves for instruments 
with similar characteristics, such as credit rating, estimated duration, and yields for other instruments of the issuer or 
entities in the same industry sector. 


Level 3 — Inputs include unobservable inputs used in the measurement of assets and liabilities. Management is required to 
use its Own assumptions regarding unobservable inputs because there is little, if any, market activity in the assets or 
liabilities or related observable inputs that can be corroborated at the measurement date. Unobservable inputs require 
management to make certain projections and assumptions about the information that would be used by market participants 
in pricing assets or liabilities. Measurements of non-exchange traded derivative contracts and certain other investments 
carried at fair value are based primarily on valuation models, discounted cash flow models or other valuation techniques 
that are believed to be used by market participants. We value equity index put option contracts based on the Black-Scholes 
option valuation model which we believe is widely used by market participants. Inputs to this model include current index 
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(17) Fair value measurements (Continued) 


price, expected volatility, dividend and interest rates and contract duration. Credit default contracts are primarily valued 
based on indications of bid or offer data as of the balance sheet date. These contracts are not exchange traded and certain of 
the terms of our contracts are not standard in derivatives markets. For example, we are not required to post collateral under 


most of our contracts. For these reasons, we classified these contracts as Level 3. 


Financial assets and liabilities measured and carried at fair value on a recurring basis in our financial statements are 


summarized according to the hierarchy previously described as follows (in millions). 


Quoted 
Total Prices 
Fair Value (Level 1) 
December 31, 2010 
Investments in fixed maturity securities: 
U.S. Treasury, U.S. government corporations and 
BSCHCIES 42a Paes weed elon ewes $ 2,197 $ 535 
States, municipalities and political subdivisions ........ 3,581 —_— 
Foreign governments ........... 0.0.0... 0c eee eee 11,912 5,633 
Corporate DONS \ 5. 6:..5.5. ctisusacaceels ea ho lbl ae seneen piped 14,054 23 
Mortgage-backed securities .................. 00005. 3,139 — 
Investments in equity securities ................0..0 0000. 61,513 61,390 
Other NVeEstMENtS: «<5. s-desrae ches waded eee eee os Sad eee rese 17,589 — 
Net derivative contract (assets)/liabilities: 
Railroad, utilities and energy ....................0.. 390 7 
Finance and financial products: 
Equity index put options ...................05. 6,712 — 
Credit default obligations ..................... 1,239 — 
OME ess ates pee been aaa ee ecb OS ees 77 — 
December 31, 2009 
Investments in fixed maturity securities .................. $37,131 $ 5,407 
Investments in equity securities ............. 0.00.00 0000. 59,034 58,640 
Other investments. 2 g.366 0266 0i0s4 se dee eae eee ee 20,614 — 
Net derivative contract (assets)/liabilities: 
Railroad, utilities and energy ...................00.. 393 (1) 
Finance and financial products ..................05. 9,003 —_— 


Significant Other Significant 
Observable Inputs Unobservable Inputs 
(Level 2) (Level 3) 
$ 1,658 $ 4 
3,581 —_— 
6,167 112 
13,346 685 
3,139 — 
88 35 
— 17,589 
52 331 
—_ 6,712 
— 1,239 
137 (60) 
$30,806 $ 918 
90 304 
—_ 20,614 
35 359 
166 8,837 


Reconciliations of assets and liabilities measured and carried at fair value on a recurring basis with the use of significant 


unobservable inputs (Level 3) for 2010 and 2009 follow (in millions). 


Investments 
in fixed 
maturity 
securities 
Balance at December 31, 2008 ..... 0.0... cee $ 639 
Gains (losses) included in: 
Bammines) s¢-6.4 $604.9 Gen ae bed wea aed Sapearee ee ke oreatt 1 
Other comprehensive income .......... 0.0... cece eee eee 49 
Regulatory assets and liabilities... 2.0.0.0... eee — 
Purchases, sales, issuances and settlements ............ 0.0.00 c cece ee eeee 244 
Transfers into (out of) Level 3.2... . eee eens (15) 
Balance at December 312009» ecg ois ocean ate, Eh eck, Saw Baa wed ds BSE Roane 918 
Gains (losses) included in: 
ATM SS ass ssaig. alias gid shoe aid ata aiase Dees, Oe asap eet saw ia see aon Wedd ty Seats a 
Other comprehensive income .......... 0.0... cece eee eee 16 
Regulatory assets and liabilities... 2.0.0.0... ee eee eee — 
Purchases, sales, issuances and settlements .............. 000 c cece eee eee 9 
Transfers into (out of) Level 3.1... een eens (142) 
Balance at December 3), 2010: s.n0sc ees Gadee bbe ia bead aed weed aed 801 


Net 
Investments deriving 
in equity Other contract 
securities investments _ liabilities 
$ 328 $10,275 $(14,519) 
4 — 3,635 
25 4,702 — 
_ = 47 
(8) 5,637 1,664 
(45) — (23) 
304 20,614 (9,196) 
— 1,305 471 
(8) (358) = 
= = (33) 
(1) (3,972) 533 
(260) — 3 
$ 35 $17,589  $ (8,222) 


Notes to Consolidated Financial Statements (Continued) 
(17) Fair value measurement (Continued) 


Gains and losses included in net earnings are included as components of investment gains/losses, derivative gains/losses 
and other revenues, as appropriate and are related to changes in valuations of derivative contracts and disposal or settlement 
transactions. The gain included in earnings in 2010 related to other investments was attributable to the redemption of the Swiss 
Re 12% convertible perpetual capital instrument. Other investments with Level 3 measurements at December 31, 2010 and 2009 
include our investments in GS, GE, Dow and Wrigley preferred stock and the GS and GE warrants and at December 31, 2009 
also included our investment in the Swiss Re instrument. 


(18) Common stock 


On January 20, 2010, our shareholders approved proposals to increase the authorized number of Class B common shares 
from 55,000,000 to 3,225,000,000 and to effect a 50-for-1 split of the Class B common stock which became effective on 
January 21, 2010. The Class A common stock was not split. Thereafter, each share of Class A common stock became 
convertible, at the option of the holder, into 1,500 shares of Class B common stock. Class B common stock is not convertible 
into Class A common stock. The Class B share data in the following table and the related disclosures regarding Class B shares 
are presented on a post-split basis for all periods. 


Changes in issued and outstanding Berkshire common stock during the three years ended December 31, 2010 are shown in 
the table below. 


Class A, $5 Par Value Class B, $0.0033 Par Value 


(1,650,000 shares authorized) (3,225,000,000 shares authorized) 
Shares Issued and Outstanding Shares Issued and Outstanding 


Balance December. 31), 2007 4.2 sc cnccacancati satis Raabe eee ds 1,081,024 700,004,000 
Conversions of Class A common stock to Class B common stock 

And Other 2 ou: a-tcetrte eee dle ne Baee oaks oe aeabe need (22,023) 35,345,800 
Balance December 31, 2008 ........ 0.0.0... 0 ccc cc eee ees 1,059,001 735,349,800 
Conversions of Class A common stock to Class B common stock 

and Other ic ys ges Badia dae eae ed Pee OE RS ers eee (3,720) 9,351,500 
Balance December 31,2009 «2. ccc cece e ce eee oeee ee ebeus 1,055,281 744,701,300 
Shares issued in the acquisition of BNSF (See Note 2) ........... 80,931 20,976,621 
Conversions of Class A common stock to Class B common stock 

ATV GOUT an i iiney ot 6 auseaties aptvra, S-aclesdaharc te sfandetoadetira aan ba aatasate seman (188,752) 285,312,547 


Balance December 31, 2010 .... 0... 0... eee 947,460 1,050,990,468 


Class B common stock possesses dividend and distribution rights equal to one-fifteen-hundredth (1/1,500) of such rights of 
Class A common stock. Each Class A common share is entitled to one vote per share. Each Class B common share possesses 
voting rights equivalent to one-ten-thousandth (1/10,000) of the voting rights of a Class A share. Unless otherwise required 
under Delaware General Corporation Law, Class A and Class B common shares vote as a single class. 


On an equivalent Class A common stock basis, there were 1,648,120 shares outstanding as of December 31, 2010 and 
1,551,749 shares outstanding as of December 31, 2009. The Class B stock split had no effect on the number of equivalent 
Class A common shares outstanding. In addition to our common stock, 1,000,000 shares of preferred stock are authorized, but 
none are issued and outstanding. 


(19) Pension plans 


Several of our subsidiaries individually sponsor defined benefit pension plans covering certain employees. Benefits under 
the plans are generally based on years of service and compensation, although benefits under certain plans are based on years of 
service and fixed benefit rates. Contributions to the plans are made, generally, to meet regulatory requirements. Additional 
amounts may be contributed as determined by management based on actuarial valuations. 
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(19) Pension plans (Continued) 


The components of net periodic pension expense for each of the three years ending December 31, 2010 are as follows 
(in millions). 


2010 2009 2008 


DEEVICEICOSE: +3 ketenes deed analnqoe teach dt: See am nidee WBenccer ee a hee @uaaecene oh ane Be hae oH Rae $165 $162 $176 
Interest CoSt 3:40.05 beagchadent se btw ow odes at died eed doe bie awe ete dead ees 543 455 452 
Expected return On plan “assets” 06 sc4 8 ccc dew cee RR Aaa ea S Res eae ew ae eee ded a (528) (417) (463) 
OIUINER: Joc bees pnb GSS 85544 SES eS EA a PEO Ripa td dae ORE eA pee ae ew weg ews Sodas es 69 35 20 
Net pension Expense ..3.0.05 c034.08e both ee eee ae dodee beha dan bhens dhe nde tar eeeedddd $249 $235 $ 185 


The accumulated benefit obligation is the actuarial present value of benefits earned based on service and compensation 
prior to the valuation date. As of December 31, 2010 and 2009, the accumulated benefit obligation was $9,954 million and 
$7,379 million, respectively. The projected benefit obligation is the actuarial present value of benefits earned based upon service 
and compensation prior to the valuation date and, if applicable, includes assumptions regarding future compensation levels. 
Information regarding projected benefit obligations is shown in the table that follows (in millions). 


2010 2009 
Projected benefit obligation, beginning of year ... 2... Lee cette etn eens $ 8,136 $7,587 
SePVICe COSt 24.4655 Se heb d La eee eae ea dR Bowed Bae Pe Rate wee See ade a dare 165 162 
INfETESHCOSE 24 nine teed hee deh ediciones Hee da tee dadaua watered + wud ol eewy edhe edd Meee ates 543 455 
Benelits: paid: s.nacccw sander cians a4 desie we athe wer do bao chive Sa RS Ba See He een Seb dhe we wale (528) (408) 
BNSF acquisition: (545 4.024:64.43.4% 220% eediced RE NE OAS E SRE eee ee Bons Bd ed SERGE d BER ES 1,986 — 
Actuarial (gain) or loss and other 2.0.0... cece een nent e nen ene e ee ene 296 340 
Projected benefit obligation, end of year 1.2... ... eee nett eet nee ene $10,598 $8,136 


Benefit obligations under qualified U.S. defined benefit plans are funded through assets held in trusts and are not included 
as assets in our Consolidated Financial Statements. Pension obligations under certain non-U.S. plans and non-qualified U.S. 
plans are unfunded. As of December 31, 2010, projected benefit obligations of non-qualified U.S. plans and non-U.S. plans 
which are not funded through assets held in trusts were $797 million. A reconciliation of the changes in plan assets and a 
summary of plan assets held as of December 31, 2010 and 2009 is presented in the table that follows (in millions). 


2010 2009 
Plan:assets at beginning Of Year wac:35 node aN Sa wa ene ee ead Re tah es Ha GHG ena ee hee tee whee eels $5,926 $5,322 
Employer:contnibutons..c..5.2.2-d:14 seiues Gigs @ alee WSS a Se whats FESS tog ad Y dps Hea new Pes Bd 7716 224 
Benents pai’ + 5.234 ecue ss dae dena Wedd eed aeons aadeaias) Raat eG wet eee aes ame (528) (408) 
Actual retumion plancassets: 2.4-..c.s.o0 ev docs Rowden etteds eed dhee ta vente. Hideto bebe eeee hee 795 749 
BNSF acquisiiOn 2.4.0.2 coies negisa pads AGNES REE EERO aba Oh de edna DL Ae aa 1,342 — 
Other and Expenses: 4.2 sn.os ate eah ee ee Lae de tas Meet ea PSG bee Rew dis BOS ae ea ee (65) 39 
Plan-assets:aterid OF Veak csc. dicncesndrieae dives s wine dshaele aa olin waunent arn’ o. guate Pate ce aoe aeave aed eles a $8,246 $5,926 
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(19) Pension plans (Continued) 


Fair value measurements for pension assets as of December 31, 2010 and 2009 follow (in millions). 


Significant 
Other Significant 
Observable Unobservable 
Total Quoted Prices Inputs Inputs 
Fair Value (Level 1) (Level 2) (Level 3) 
December 31, 2010 
Cash and equivalents ....... 0... cece ete eee ees $ 474 $ 423 $ 51 $— 
Government obligations ...... 0... 0... eee cee eee 895 609 285 1 
Investinent funds: :.i o5.02i.660c. 4065055 b4ak ond Seb eS eee oesahew es 2,020 597 1,423 — 
Corporate debt ObUSatiONS wince es eet ee ea oe eee Ee SES 1,015 147 868 — 
Equity SECUPUES ioc 4.5.) ec eects bot awatee dG eee Se dad Sedu eRe ae aed 3,069 3,069 — — 
OMSL sete ae eee tee a eee ce ee ee eee ania ee 773 34 349 370 
$8,246 $4,899 $2,976 $371 
December 31, 2009 
Cash-and:equivalents: 25.5 cc2245¢desne84 eecned eRearele eae edS4 $ 408 $ 401 $ 7 $— 
Government obligations ........ 0.0... eee eee 674 554 120 — 
Investment tnd o452.). ot ee his oA hee Haas ee ee hd a ee ws 1,470 174 1,296 — 
Corporate debt obligations .... 0.0... 0.0... cee eee 744 157 587 — 
EQUILY-SCCUIIUIES | i.2 sie tace ese sedi dussgelstalaiatendla ge facarecd Popeduaea de Sae-G deta dsavece aes 2,152 2,131 21 _— 
CMG E? secs pared endseca sh fecdeeen Sy eee he aan see ccs betes ae tae anes dee 478 2] 223 228 
$5,926 $3,444 $2,254 $228 


Refer to Note 17 for a discussion of the three levels in the hierarchy of fair values. Pension assets measured at fair value 
with significant unobservable inputs (Level 3) for the year ended December 31, 2010 and 2009 consisted primarily of real estate 
and limited partnership interests. 


Pension plan assets are generally invested with the long-term objective of earning sufficient amounts to cover expected 
benefit obligations, while assuming a prudent level of risk. Allocations may change as a result of changing market conditions 
and investment opportunities. The expected rates of return on plan assets reflect subjective assessments of expected invested 
asset returns over a period of several years. Generally, past investment returns are not given significant consideration when 
establishing assumptions for expected long-term rates of returns on plan assets. Actual experience will differ from the assumed 
rates. 


The defined benefit plans expect to pay benefits to participants over the next ten years, reflecting expected future service as 
appropriate, as follows (in millions): 2011 — $588; 2012 — $606; 2013 — $625; 2014 — $645; 2015 — $650; and 2016 to 2020 — 
$3,431. Sponsoring subsidiaries expect to contribute $340 million to defined benefit pension plans in 2011. 


As of December 31, 2010 and 2009, the net funded status of the plans is summarized in the table that follows (in millions). 


2010 2009 
Amounts recognized in the Consolidated Balance Sheets: 
Other labiues : 21.8. Ss-po bos ia tau smedeesw baeeoeye bobs teehee okie haeids eebeted $2,425 $2,288 
OUIErASSEIS?¢ i ceded tk ede esd oe eea gaa sedan de bieos poakh Phew e aden dette ed (73) (78) 


A reconciliation of amounts included in accumulated other comprehensive income related to defined benefit plans for the 
years ending December 31, 2010 and 2009 follows (in millions). 


2010 2009 
Accumulated other comprehensive income (loss), beginning of year .... 0.0.0... cece eee ee eee $1,368) $(1,320) 
Amount included in net periodic pension expense .......... 0.0... cece eee eee nee 53 39 
Gains (losses) current period and other... 0.0.1... ee eee ete en en ence (80) (87) 
Accumulated other comprehensive income (loss), end of year ... 0.2.2.0... cece eee $(1,395)* $(1,368) 


* Includes $96 million that is expected to be included in net periodic pension expense in 2011. 
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Weighted average interest rate assumptions used in determining projected benefit obligations and net periodic pension 
expense were as follows. 


2010 2009 
DISCOUME TALC es sists oe gare ear edt doe oh oh wees Belsy Si sea gh Raa R gld dh Pop argue oastded Al arhegd Op gba Gog daa canana aatene Gy waasbusy aedhace tbe 5.4% 5.9% 
Expected long-term rate of return on plan assets ... 0.0... cette eens 71 6.9 
Rate:of compensation IMCrease:.c.. 3.60 tos sew aie) ag hata Hes dg eared Sg toc blaeauccarebahe a puchecnta. gon RA boa dusoiss afeck a see Pace sar ese 3.7 4.0 


Several of our subsidiaries also sponsor defined contribution retirement plans, such as 401(k) or profit sharing plans. 
Employee contributions to the plans are subject to regulatory limitations and the specific plan provisions. Several of the plans 
require that the subsidiary match these contributions up to levels specified in the plans and provide for additional discretionary 
contributions as determined by management. Expenses related to employer contributions for these plans were $567 million, 
$540 million and $519 million for the years ended December 31, 2010, 2009 and 2008, respectively. Certain subsidiaries 
contribute to multiemployer retirement plans. Contributions by these subsidiaries to such plans were $78 million in 2010, 
$22 million in 2009 and $23 million in 2008. The increase in 2010 was due to contributions by BNSF. 


(20) Contingencies and Commitments 


We are parties in a variety of legal actions arising out of the normal course of business. In particular, such legal actions 
affect our insurance and reinsurance businesses. Such litigation generally seeks to establish liability directly through insurance 
contracts or indirectly through reinsurance contracts issued by Berkshire subsidiaries. Plaintiffs occasionally seek punitive or 
exemplary damages. We do not believe that such normal and routine litigation will have a material effect on its financial 
condition or results of operations. Berkshire and certain of its subsidiaries are also involved in other kinds of legal actions, some 
of which assert or may assert claims or seek to impose fines and penalties in substantial amounts. 


a) Civil Litigation 
Litigation Related to ROA 


General Reinsurance Corporation (“General Reinsurance”), a wholly-owned subsidiary of Berkshire, and several current 
and former employees, along with numerous other defendants, have been sued in fourteen federal lawsuits involving Reciprocal 
of America (“ROA”) and related entities. ROA was a Virginia-based reciprocal insurer and reinsurer of physician, hospital and 
lawyer professional liability risks. Ten are putative class actions initiated by doctors, hospitals and lawyers that purchased 
insurance through ROA or certain of its Tennessee-based risk retention groups. These complaints seek compensatory, treble, 
and punitive damages in an amount plaintiffs contend is just and reasonable. The most recently filed action was filed in April 
2010 by the same attorneys representing the same hospitals as in three of the other putative class actions pending in the U.S. 
District Court for the Western District of Tennessee. The allegations are virtually identical to the previously filed hospital 
policyholder actions. 


General Reinsurance is also subject to actions brought by the Virginia Commissioner of Insurance, as Deputy Receiver of 
ROA, the Tennessee Commissioner of Insurance, as Receiver for purposes of liquidating three Tennessee risk retention groups, 
a state lawsuit filed by a Missouri-based hospital group that was removed to federal court and another state lawsuit filed by an 
Alabama doctor that was also removed to federal court. The first of these actions was filed in March 2003 and additional actions 
were filed in April 2003 through June 2006. Twelve of these cases are collectively assigned to the U.S. District Court for the 
Western District of Tennessee for pretrial proceedings. 


General Reinsurance has settled with both the Virginia and Tennessee Receivers, whose respective claims against General 
Reinsurance and its current and former employees have been dismissed with prejudice. The Missouri-based hospital group has 
also agreed to dismiss its claims against General Reinsurance. 


Actions related to AIG 


General Reinsurance is a defendant in In re American International Group Securities Litigation, Case No. 04-CV-8141- 
(LTS), United States District Court, Southern District of New York, a putative class action (the “AIG Securities Litigation’) 
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asserted on behalf of investors who purchased publicly-traded securities of AIG between October 1999 and March 2005. The 
complaint, originally filed in April 2005, asserts various claims against AIG and certain of its officers, directors, investment 
banks and other parties, including former employees of General Reinsurance (whom the Complaint defines, together with 
General Reinsurance, as the “General Re Defendants”). The Complaint alleges that the General Re Defendants violated 
Section 10(b) of the Securities Exchange Act and Rule 10b-5 in connection with General Reinsurance’s transaction with AIG 
initially effected in 2000 (“the AIG Transaction”). The Complaint seeks damages and other relief in unspecified amounts. 
General Reinsurance has answered the Complaint, denying liability and asserting various affirmative defenses. Lead plaintiffs 
filed a motion for class certification on February 20, 2008. Various defendants, including General Reinsurance, have filed 
oppositions to class certification. The lead plaintiffs and General Reinsurance previously reached agreement concerning the 
terms of a settlement that would resolve all claims against the General Re Defendants in exchange for a payment by General 
Reinsurance of $72 million, out of which the court may award plaintiffs’ counsel no more than $11.5 million in fees and 
reimbursement of costs, with the remaining amount of at least $60.5 million to be distributed to purchasers of AIG securities. 
There was no court decision specifically approving or disapproving this settlement but rather, on February 22, 2010, the court 
granted class certification with respect to claims against AIG, and denied class certification with respect to claims against 
General Reinsurance. On September 23, 2010, the court entered a final judgment dismissing the General Re Defendants from 
the case. On October 21, 2010, the lead plaintiffs, on behalf of themselves and the putative class, filed a notice of appeal of that 
final judgment, and also appealed from the court’s February 22, 2010 order (granting in part and denying in part the lead 
plaintiffs’ motion to certify the class, but only to the extent the order denied class certification as against the General Re 
Defendants), and the court’s March 4, 2010 order denying as moot the lead plaintiffs’ motion for preliminary court approval of 
the class action settlement with General Re. 


A member of the putative class in the litigation described in the preceding paragraph has asserted similar claims against 
General Reinsurance and a former officer of General Reinsurance in a separate complaint, Florida State Board of 
Administration v. General Re Corporation, et al., Case No. 06-CV-3967, United States District Court, Southern District of New 
York. The parties have settled this matter, the terms of which will require dismissal of this action with prejudice. 


On July 27, 2005, General Reinsurance received a Summons and a Verified and Amended Shareholder Derivative 
Complaint in In re American International Group, Inc. Derivative Litigation, Case No. 04-CV-08406, United States District 
Court, Southern District of New York. The complaint, brought by several alleged shareholders of AIG, seeks damages, 
injunctive and declaratory relief against various officers and directors of AIG as well as a variety of individuals and entities with 
whom AJIG did business, relating to a wide variety of allegedly wrongful practices by AIG. Plaintiffs have petitioned the court 
to dismiss the action with prejudice as to all defendants. 


In August 2005, General Reinsurance received a Summons and First Amended Consolidated Shareholders’ Derivative 
Complaint in In re American International Group, Inc. Consolidated Derivative Litigation, Case No. 769-N, Delaware Chancery 
Court. On September 28, 2007, AIG and the shareholder plaintiffs filed a Second Combined Amended Complaint, in which AIG 
asserted claims against certain of its former officers and the shareholder plaintiffs asserted claims against a number of other 
defendants, including General Reinsurance. On July 13, 2009, the Delaware Chancery Court entered judgment dismissing with 
prejudice the claims asserted against General Reinsurance and certain other defendants in the matter. By Order dated 
December 29, 2010, the Delaware Supreme Court unanimously affirmed the Chancery Court dismissal of the claims against 
General Reinsurance and certain other defendants. 


FAI/HIH Matter 


In December 2003, the Liquidators of both FAI Insurance Limited (“FAI”) and HIH Insurance Limited (“HIH”) advised 
indirect wholly-owned subsidiaries of Berkshire (General Reinsurance Australia Limited (“GRA”) and K6lInische 
Riickversicherungs-Gesellschaft AG (“Cologne Re’”)) that they intended to assert claims arising from insurance transactions 
GRA entered into with FAI in May and June 1998. In August 2004, the Liquidators filed claims in the Supreme Court of New 
South Wales in order to avoid the expiration of a statute of limitations for certain plaintiffs. The focus of the Liquidators’ 
allegations against GRA and Cologne Re are the 1998 transactions GRA entered into with FAI (which was acquired by HIH in 
1999). The Liquidators contend, among other things, that GRA and Cologne Re engaged in deceptive conduct that assisted FAI 
in improperly accounting for such transactions as reinsurance, and that such deception led to HIH’s acquisition of FAI and 
caused various losses to FAI and HIH. The Liquidator of HIH served its Complaint on GRA and Cologne Re in June 2006 and 
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discovery has been ongoing. The FAI Liquidator previously dismissed his complaint against GRA and Cologne Re. GRA and 
Cologne Re have finalized their settlement with the HIH Liquidator and as a result on March 24, 2010 court orders were entered 
dismissing the HIH Liquidators action in its entirety. 


We have established reserves for certain of the legal proceedings discussed above where we have concluded that the 
likelihood of an unfavorable outcome is probable and the amount of the loss can be reasonably estimated. We believe that any 
liability that may arise as a result of current pending civil litigation, including the matters discussed above, will not have a 
material effect on our financial condition or results of operations. 


b) Commitments 


We lease certain manufacturing, warehouse, retail and office facilities as well as certain equipment. Rent expense for all 
operating leases was $1,204 million in 2010, $701 million in 2009 and $725 million in 2008. The increase in 2010 was due to 
the BNSF acquisition. Minimum rental payments for operating leases having initial or remaining non-cancelable terms in excess 
of one year are as follows. Amounts are in millions. 


After 
2011 2012 2013 2014 2015 2015 Total 
$1,156 $1,043 $910 $816 $740 $4,456 $9,121 


Several of our subsidiaries have made commitments in the ordinary course of business to purchase goods and services used 
in their businesses. The most significant of these relate to our railroad, utilities and energy businesses. As of December 31, 
2010, commitments under all such subsidiary arrangements were approximately $9.8 billion in 2011, $4.4 billion in 2012, 
$4.3 billion in 2013, $3.1 billion in 2014, $2.5 billion in 2015 and $10.8 billion after 2015. 


In the first quarter of 2011, we are acquiring an additional 16.6% of the outstanding common stock of Marmon, thus 
increasing our total ownership interest to 80.2%. We currently estimate the cost of this additional share purchase to be 
approximately $1.5 billion. The purchase of these shares is being accounted for as an acquisition of noncontrolling interest. 
Accordingly, the difference of approximately $600 million between the consideration expected to be paid and the prior carrying 
amount of the noncontrolling interest being acquired has been recorded as a reduction to Berkshire’s shareholders’ equity. 
Berkshire will acquire substantially all of the remaining equity interests in Marmon in 2013 or 2014. However, the consideration 
ultimately payable is contingent upon future operating results of Marmon and the per-share cost could be greater than or less 
than the price in 2011. 


We currently own 80.1% of the outstanding common stock of Wesco Financial Corporation (“Wesco”) and on February 4, 
2011, we entered into an agreement to acquire the 19.9% noncontrolling interests in Wesco that we did not already own for a 
price that is based on Wesco’s estimated shareholders’ equity per share at the time the acquisition closes. Based on Wesco’s 
shareholders’ equity at December 31, 2010, the cost to acquire these shares would be approximately $550 million, payable at the 
election of the Wesco shareholders in either cash or Berkshire Class B common stock. The acquisition is subject to customary 
prior approvals including the affirmative vote of holders of a majority of Wesco’s outstanding shares not owned by Berkshire. 


Pursuant to the terms of shareholder agreements with noncontrolling shareholders in certain of our other less than wholly- 
owned subsidiaries, we may be obligated to acquire their equity ownership interests. The consideration payable for such 
interests is generally based on the fair value. If we acquired all such outstanding noncontrolling interests as of December 31, 
2010, the cost would have been approximately $2.9 billion. However, the timing and the amount of any such future payments 
that might be required are contingent on future actions of the noncontrolling owners and future operating results of the related 
subsidiaries. 


(21) Business segment data 


Our reportable business segments are organized in a manner that reflects how management views those business activities. 
Certain businesses have been grouped together for segment reporting based upon similar products or product lines, marketing, 
selling and distribution characteristics, even though those business units are operated under separate local management. 


The tabular information that follows shows data of reportable segments reconciled to amounts reflected in the Consolidated 
Financial Statements. Intersegment transactions are not eliminated in instances where management considers those transactions 
in assessing the results of the respective segments. Furthermore, our management does not consider investment and derivative 
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gains/losses or amortization of purchase accounting adjustments in assessing the performance of reporting units. Collectively, 
these items are included in reconciliations of segment amounts to consolidated amounts. 


Business Identity Business Activity 

GEICO Underwriting private passenger automobile insurance mainly 
by direct response methods 

General Re Underwriting excess-of-loss, quota-share and facultative 
reinsurance worldwide 

Berkshire Hathaway Reinsurance Group Underwriting excess-of-loss and quota-share reinsurance for 
insurers and reinsurers 

Berkshire Hathaway Primary Group Underwriting multiple lines of property and casualty 
insurance policies for primarily commercial accounts 

Burlington Northern Santa Fe Operates one of the largest railroad systems in North 
America 


BH Finance, Clayton Homes, XTRA, CORT and other financial Proprietary investing, manufactured housing and related 
services (“Finance and financial products”’) consumer financing, transportation equipment leasing and 
furniture leasing 


Marmon An association of approximately 130 manufacturing and 
service businesses that operate within 11 diverse business 
sectors 

McLane Company Wholesale distribution of groceries and non-food items 

MidAmerican Regulated electric and gas utility, including power 


generation and distribution activities in the U.S. and 
internationally; domestic real estate brokerage 


Other businesses not specifically identified with reportable business segments consist of a large, diverse group of 
manufacturing, service and retailing businesses. 


Business Activity Business Identity 


Manufacturing Acme Building Brands, Benjamin Moore, H.H. Brown Shoe 
Group, CTB, Fechheimer Brothers, Forest River, Fruit of the 
Loom, Garan, IMC, Johns Manville, Justin Brands, Larson- 
Juhl, MiTek, Richline, Scott Fetzer and Shaw Industries 


Service Buffalo News, Business Wire, FlightSafety, International 
Dairy Queen, Pampered Chef, NetJets and TTI 
Retailing Ben Bridge Jeweler, Borsheims, Helzberg Diamond Shops, 


Jordan’s Furniture, Nebraska Furniture Mart, See’s Candies, 
Star Furniture and R.C. Willey 
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A disaggregation of our consolidated data for each of the three most recent years is presented in the tables which follow on 


this and the following two pages (in millions). 


Revenues Earnings before income taxes 
a ee 
Operating Businesses: 
Insurance group: 
Underwriting: 
GEICO" s aie senone ina esueesateod ested ee pee $ 14,283 $ 13,576 $ 12,479 $1,117 $ 649 $ 916 
General RE ..4.03286 sheds pendaeses dent nesiesed 5,693 5,829 6,014 452 477 342 
Berkshire Hathaway Reinsurance Group ........ 9,076 6,706 5,082 176 250 1,222 
Berkshire Hathaway Primary Group ............ 1,697 1,773 1,950 268 84 210 
Investment income ........ 00... cece ee eee 5,186 5,509 4,933 5,145 5,459 4,896 
Total insurance group ...... 0.0... cee eee eee eee 35,935 33,393 30,458 7,158 6,919 7,586 
Burlington Northern Santa Fe ...............2.0.0005 15,059 — —_ 3,611 — _ 
Finance and financial products ................2.0.000- 4,264 4,301 4,773 689 653 771 
Marmon © i s53) eis 40-$04.o0 nd00% eH eeeeewe Sao. eee § 5,967 5,067 5,529 813 686 733 
McLane Company ss sa 2 once incatees eae ea bebe eulea yeas 32,687 31,207 29,852 369 344 276 
MidAmerican ...... 0.0... ccc cette nes 11,305 11,443 13,971 1,539 1,528 2,963 
Other DUSINESSES: eos ee dmea ed cated, bie gh Suk eadee wee dae ore 27,956 25,391 30,718 3,092 1,028 3,014 
133,173, =110,802 =115,301) =617,271 =—-11,158 ~—-15,343 
Reconciliation of segments to consolidated amount: 
Investment and derivative gains/losses .............. 2,346 787 (7,461) 2,346 787 (7,461) 
Interest expense, not allocated to segments .......... — — — (208) (101) (91) 
Eliminations and other ............ 0.00000 cee eeee 666 904 (54) (358) (292) (217) 
$136,185 $112,493 $107,786 $19,051 $11,552 $ 7,574 
Includes results from the acquisition date of February 12, 2010. 
®) Includes results from the acquisition date of March 18, 2008. 
Depreciation 
Capital expenditures of tangible assets 
ag a, 
Operating Businesses: 
IniSuranCe SOUP 4.2.55. ee eee eatek mans Mie ce eee bey eddie go ae at $ 40 $ 50 $ 72 $ 66 $ 71 $ 70 
Burlington Northern Santa Fe) 2.2... eee 1,829 — — 1,221 — — 
Finance and financial products ....... 00.0... ce eee eee eee 233 148 185 204 219 228 
Marmon:@) + 2 oa acade dh heeid beatae Ga ae GAG sce beans 307 436 553 507 521 361 
McLane Companys: .ds4 eet uke eget Ga dee eee ae ened 166 172 180 129 120 109 
MidAmerican) 23 oc3.s0 ids ew beeedy eegaewedm deta bebe des 2,593 3,413 3,936 1,262 1,246 1,128 
Other DUSINESSES << ..4.4 oe hcke. as ended a. acs Bs be ee ae Geek wie a ieee 812 718 1,212 890 950 914 
$5,980 $4,937 $6,138 $4,279 $3,127 $2,810 


“) Includes amounts from acquisition date of February 12, 2010. 
Includes amounts from acquisition date of March 18, 2008. 
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Goodwill Identifiable assets 
at year-end at year-end 
2010 2009 2010 2009 
Operating Businesses: 
Insurance group: 
GEICO 32.5 605 bin Git id ee Oe pee nae whee eed a be ine b bie Stee oe $ 1,372 $ 1,372 $ 25,631 $ 22,996 
General Re c2.cdee.20 48d Re hea ha Ys aha peewee ees baie ee ee ean RS 13,532 13,532 29,196 30,894 
Berkshire Hathaway Reinsurance and Primary Groups ................... 589 589 =104,383 =: 102,787 
‘LOtal MSUrANCE-STOUP gave ds paokeatichalans S46 ede eae ee acgaadls a eada ee 15,493 15,493 159,210 156,677 
Burlington Northern Santa Fe ..... 0.0.0... cece cece ene nee 14,803 — 53,476 — 
Finance and financial products ....... 0.0.0... cece eee nen ene 1,031 1,024 24,692 24,027 
17 E110 0010) 6 Epa anne een 709 706 10,047 9,768 
McLane: Company 0653.05 603600pi0sae tbe eedb ae e tenes sewed esa gid seen 155 155 4,018 3,505 
MIGATMELICAN, o.5c.cccenata.ilscgus oleae eieag acd ace bide She a everdare daca dean dade hsbc bd aeadea, an 5,281 5,334 40,045 39,437 
Omer BUSINESSES: «2 sos escsdee nc aseewsk eid ake bare Gees ene abtdnn bE deere ecard oS Mesias 11,534 11,260 24,144 22,888 


$49,006 $33,972 315,632 256,302 


Reconciliation of segments to consolidated amount: 
Corporate and:-other 2. ccc csaew ined aes eA Gee eee ey Rew ae ean ee 7,591 6,845 
OW agence eg fools siping a She ents ncacdng dad Roar id caso Blas andcbelap Re aanoal aad Goes net cadens 49,006 33,972 


$372,229 $297,119 


Insurance premiums written by geographic region (based upon the domicile of the insured or reinsured) are summarized 
below. Dollars are in millions. 


Property/Casualty Life/Health 
2010 2009 2008 2010 2009 2008 
United States i...40 ch d2ecedenetdeteutae dated daeeed Sides $21,539 $19,280 $19,267 $3,210 $1,095 $1,119 
Wester BUrope: :.cicsness Sueded Guise asain nace Me Aaa grdalag r@leiw drain a 3.317 5,236 4,145 945 761 749 
PAMOU Gr c.2 > =e dverte wobarree nt eee ieee ae bade ah oka eee a-e s 918 737 797 927 774 720 


$25,834 $25,253 $24,209 $5,082 $2,630 $2,588 


In 2010, 2009 and 2008, premiums written and earned attributable to Western Europe were primarily in the United 
Kingdom, Germany, Switzerland and Luxembourg. In 2010 and 2009, property/casualty insurance premiums earned included 
approximately $2.4 billion and $4.6 billion, respectively, from Swiss Reinsurance Company Ltd. and its affiliates. Life/health 
insurance premiums written and earned in the United States in 2010 included approximately $2.1 billion from a single contract 
with Swiss Re Life & Health America Inc., an affiliate of Swiss Reinsurance Company Ltd. 


Consolidated sales and service revenues in 2010, 2009 and 2008 were $67.2 billion, $62.6 billion and $65.9 billion, 
respectively. Approximately 88% of such amounts in 2010 were in the United States compared with approximately 90% in 2009 
and 2008. The remainder of sales and service revenues were primarily in Europe and Canada. In 2010, consolidated sales and 
service revenues included $11.8 billion of sales to Wal-Mart Stores, Inc. which were primarily related to McLane’s wholesale 
distribution business. 


Approximately 97% of our revenues in 2010 from railroad, utilities and energy businesses were in the United States versus 
91% in 2009 and 2008. In each year most of the remainder was attributed to the United Kingdom. At December 31, 2010, 
approximately 92% of our consolidated net property, plant and equipment were located in the United States with the remainder 
primarily in the United Kingdom, Canada and Europe. 
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Premiums written and earned by the property/casualty and life/health insurance businesses are summarized below 
(in millions). 


Property/Casualty Life/Health 
2010 2009 2008 2010 2009 2008 
Premiums Written: 
PDITECE 5.57 ices ceca detach: Boat ek a, Heke 2 oS eee Gos eet eee as $17,128 $16,484 $16,953 $ 3 $— $ — 
ASSUMED: 64 osenieg a dies 6 drdcee ne edb Ale ees Ge ade See Uw 9,171 9,321 7,960 5,203 2,727 2,690 
Ceded 


Lab ohh es Baek edi RSE a anes Jae dd wele kar eee decease (465) (552) (704) (124) (97) (102) 
$25,834 $25,253 $24,209 $5,082 $2,630 $2,588 


DileCt sce sn gieuendeediawket nage Meda eee toned ads $16,932 $16,553 $16,269 $ 3 $ — $ — 
ASSUME) 3:45. icin cide vibe bed oa ence tae hee see eben bh 9,266 9,284 7,332 5,208 2,723 2,682 
Céded.) nae sits enetenieaees Mawes. bias eels s eee ee os (536) (579) (656) (124) (97) (102) 


$25,662 $25,258 $22,945 $5,087 $2,626 $2,580 


(22) Quarterly data 


A summary of revenues and earnings by quarter for each of the last two years is presented in the following table. This 
information is unaudited. Dollars are in millions, except per share amounts. 


Jst 2Qna 3rd 4th 
Quarter Quarter Quarter Quarter 
2010 
IRGVENUES ss 6 o-gacetite co aee detainee Bee eR ea dake bie alae hE EE AGida eee noe $32,037 $31,709 $36,274 $36,165 
Net earnings attributable to Berkshire * ...... 0.0.0... cece eee eee 3,633 1,968 2,989 4,377 
Net earnings attributable to Berkshire per equivalent Class A common share ........ 2,272 1,195 1,814 2,656 
2009 
PRG VSM eS: ions etic es tenis saccades sate, td ota ee seus de olen og ah een es $22,784 $29,607 $29,904 $30,198 
Net earnings attributable to Berkshire * ...... 0.0.0... c cece eee eee (1,534) 3,295 3,238 3,056 
Net earnings attributable to Berkshire per equivalent Class A common share ........ (990) 2,123 2,087 1,969 


* Includes realized investment gains/losses, other-than-temporary impairment losses on investments and derivative gains/ 


losses. Derivative gains/losses include significant amounts related to non-cash changes in the fair value of long-term 
contracts arising from short-term changes in equity prices, interest rates and foreign currency rates, among other factors. 
After-tax investment and derivative gains/losses for the periods presented above are as follows (in millions): 


1st Qnd 3rd 4th 
Quarter Quarter Quarter Quarter 
Investment and derivative gains/losses —2010 10... 00.0 c ccc cts $ 1,411 $1,106) $ 202 $1,367 
Investment and derivative gains/losses — 2009 1.0... ccc eee eee (3,239) 1,515 1,183 1,027 
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Results of Operations 


Net earnings attributable to Berkshire for each of the past three years are disaggregated in the table that follows. Amounts 
are after deducting income taxes and exclude earnings attributable to noncontrolling interests. Amounts are in millions. 


a a, 
Insurance =UnderwittiN 202.6346 eoetdnnd goed Ee Hae eee Gee CREE RRR aR ane pea $ 1,301 $ 949 §$ 1,739 
Institancé: =—1nvestinent: INCOME;  2.¢ es eccderele cee ele eae ded See ee Bie hades oa RR PR Bale BS 3,860 4,271 3,610 
RANE O AG ies, hey 25a stead arated veg ortcch, © ah A fe 3, BS oe ale. Bue tht be WSG, eees RUE At Sasa, eek, a hoe Aleeans 2,239" — — 
Wtlities and CNEr ey... g.d2 ane ds babe ene da pelea A eea east Soleus eee Sadek ease ees od aaah 1,131 1,071 1,704 
Manufacturing, serviceand retailing ..0c.c5c0. ne dcdeneea ae ies eR eas MOE Raa ae bea 2,462 1,113 2,283 
Finance:and financial products:..2.:¢ osseecy oguoee de inaee cd Pee eee eng Sede nee sae Si hale 441 411 469 
(0116 ( =) gayeseae ent ee a te nr oa Oo ee ee (337) (246) (166) 
Investment and derivative gains/losses ..... 0... cece tent n teen eee ned 1,874 486 = (4,645) 
Net earnings attributable to Berkshire .......... 2.0.00. ccc ete eees $12,967 $8,055 $ 4,994 


* Earnings are for the period between February 13 and December 31, 2010. 


Our operating businesses are managed on an unusually decentralized basis. There are essentially no centralized or 
integrated business functions (such as sales, marketing, purchasing, legal or human resources) and there is minimal involvement 
by our corporate headquarters in the day-to-day business activities of the operating businesses. Our corporate senior 
management team participates in and is ultimately responsible for significant capital allocation decisions, investment activities 
and the selection of the Chief Executive to head each of the operating businesses. The business segment data (Note 21 to the 
Consolidated Financial Statements) should be read in conjunction with this discussion. 


On February 12, 2010, we completed the acquisition of the 77.5% of BNSF common stock that we did not already own. 
Beginning as of February 13, 2010, BNSF’s results and net earnings are included fully in our consolidated results and net 
earnings. In 2009 and until February 12, 2010, our share of net earnings related to our previously held investments in BNSF, as 
determined under the equity method, is included as a component of insurance investment income in the preceding table. 


Over the last half of 2008 and throughout 2009, operating results of many of our businesses were adversely impacted by 
the world-wide economic recession. While our two largest business segments, which in 2009 were insurance and utilities, 
remained strong and operating results were not negatively impacted in any significant way by the recession, earnings of most of 
our diverse group of manufacturing, service and retailing businesses declined during 2009 as compared to the preceding two 
years. The effects from the economic recession resulted in lower sales volume and profit margins as consumers significantly 
curtailed spending, particularly for discretionary items. In 2010, operating results for many of our manufacturing, service and 
retailing businesses improved versus 2009, reflecting some stabilization of economic conditions. 


In 2010, we realized after-tax investment and derivative gains of approximately $1.9 billion. The gains included a 
one-time holding gain of $979 million related to our acquisition of BNSF, net realized gains from the dispositions of 
investments, and net gains from derivative contracts, partially offset by non-cash other-than-temporary impairment losses 
recorded with respect to certain fixed maturity and equity securities. In 2009, we realized after-tax investment and derivative 
gains of $486 million, while in 2008 we had losses of approximately $4.6 billion. In 2009 and 2008, the gains and losses 
primarily derived from credit default contracts, dispositions of equity securities, other-than-temporary impairment losses 
with respect to certain equity securities and changes in estimated fair values of long duration equity index put option 
contracts. Changes in the equity and credit markets from period to period can and have caused significant volatility in 
periodic earnings. 


In response to the crises in the financial markets and the global recession, the U.S. government and governments around 
the world are taking measures to regulate financial institutions, stabilize financial markets (including over-the-counter 


67 


Management’s Discussion (Continued) 


derivatives markets) and stimulate economic activity. In the United States, regulatory reform legislation known as the Dodd- 
Frank Wall Street Reform and Consumer Protection Act was signed into law on July 21, 2010. The ultimate impact that these 
governmental actions will have on us is not entirely certain at this time. Our operating companies have taken and will continue 
to take actions as necessary to manage through the current economic situation and to improve our operations for the long-term. 
We continue to believe that the economic franchises of our operating businesses remain intact. We anticipate that general 
economic conditions will continue to gradually improve, albeit unevenly, over time. 


Insurance—Underwriting 


We engage in both primary insurance and reinsurance of property and casualty risks. In primary insurance activities, we 
assume defined portions of the risks of loss from persons or organizations that are directly subject to the risks. In reinsurance 
activities, we assume defined portions of similar or dissimilar risks that other insurers or reinsurers have subjected themselves to 
in their own insuring activities. Our insurance and reinsurance businesses are: (1) GEICO, (2) General Re, (3) Berkshire 
Hathaway Reinsurance Group (“BHRG’’) and (4) Berkshire Hathaway Primary Group. Through General Re and BHRG, we also 
reinsure life and health risks. 


We view insurance businesses as possessing two distinct operations — underwriting and investing. Underwriting decisions 
are the responsibility of the unit managers; investing, with limited exceptions, is the responsibility of Berkshire’s Chairman and 
CEO, Warren E. Buffett. Accordingly, we evaluate performance of underwriting operations without any allocation of 
investment income. 


Our periodic underwriting results can be affected significantly by changes in estimates for unpaid losses and loss 
adjustment expenses, including amounts established for occurrences in prior years. In addition, the timing and amount of 
catastrophe losses can produce significant volatility in our periodic underwriting results. Our underwriting results also 
include significant unrealized foreign currency transaction gains and losses arising from the periodic revaluation of certain 
non-U.S. Dollar denominated reinsurance liabilities into U.S. Dollars as a result of foreign currency exchange rate 
fluctuations. 


A key marketing strategy followed by all of our insurance businesses is the maintenance of extraordinary capital strength. 
Statutory surplus of our insurance businesses was approximately $94 billion at December 31, 2010. This superior capital 
strength creates opportunities, especially with respect to reinsurance activities, to negotiate and enter into insurance and 
reinsurance contracts specially designed to meet the unique needs of insurance and reinsurance buyers. 


Underwriting results from our insurance businesses are summarized below. Amounts are in millions. 


2010 2009 2008 


Underwriting gain attributable to: 


GEICO) ciesadexti nak nee tad tates seh need ied Ab BRAGS hae Senet ee Ae $1,117 $ 649 $ 916 
Genetal RE: 2nc4caeke was gem te oh hae oh BOM SA EG KER EOM AD hee GEER eaG eed ewe 2 452 477 342 
Berkshire Hathaway Reinsurance Group ......... 0... eee cece eens 176 250 = 1,222 
Berkshire Hathaway Primary Group ........... 0... 0c cece ee eee eens 268 84 210 
Pre-tax underwriting gain... cee ene e eee e eee n teen eee 2,013 1,460 2,690 
Income taxes and noncontrolling interests... 0.0... 2. ec cette 712 511 951 
Net tinderwrits Salil: sis eee hee es edd needs Hee a ee oe Sonera glee $1,301 $ 949 $1,739 
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GEICO 


Through GEICO, we primarily write private passenger automobile insurance, offering coverages to insureds in all 50 states 
and the District of Columbia. GEICO’s policies are marketed mainly by direct response methods in which customers apply for 
coverage directly to the company via the Internet or over the telephone. This is a significant element in our strategy to be a 
low-cost auto insurer. In addition, we strive to provide excellent service to customers, with the goal of establishing long-term 
customer relationships. GEICO’s underwriting results are summarized below. Dollars are in millions. 


2010 2009 2008 
Amount % Amount % Amount % 
PYEMIUMS WHEN. ses gd dt dddG ee beeen dvlw as gad wate ethane wes $14,494 $13,758 $12,741 
Prémivims €armned.: :nc.o6 icc ceccek ales sede ve dap eee aaa w ea wane $14,283 100.0 $13,576 100.0 $12,479 100.0 
Losses and loss adjustment expenses ........... 0.00 ce eee eee eee 10,631 74.4 10,457 = =77.0 9,332 74.8 
Wnderwriting Expenses: fs.4.4¢ dacnatesata ass eat ale ue ree eee eae 2,39 17.8 2,470 18.2 2,231 17.9 
‘Total losses and Cxpenses). 4.5.cicise cede Aaa ee a eV eee eae oe ae 13,166 92.2 12,927 95.2 11,563 92.7 
Pre-tax underwriting gain ........ eee eee eee $ 1,117 $ 649 $ 916 


Premiums earned in 2010 increased $707 million (5.2%) over 2009. The growth in premiums earned for voluntary auto 
was 5.3% in 2010, reflecting a 5.9% increase in policies-in-force over the past year. Premiums earned in 2010 also reflected a 
very slight increase in average premiums per policy over the year, although by the end of 2010 average premiums per policy 
declined to year-end 2009 levels. Voluntary auto new business sales in 2010 declined 2.6% from relatively high levels during 
2009 when new business sales increased 9.0% versus 2008. Voluntary auto policies-in-force at December 31, 2010 were 
approximately 563,000 greater than at December 31, 2009. The strong growth that occurred during the fourth quarter of 2010 
when voluntary auto policies-in-force grew by about 165,000 is continuing. As of February 21, 2011, voluntary auto policies-in- 
force grew by about 188,500 since year-end. 


Losses and loss adjustment expenses incurred in 2010 increased 1.7% over amounts incurred in 2009. The loss ratio was 
74.4% in 2010 compared to 77.0% in 2009. The lower loss ratio in 2010 reflected the favorable impact of increased premium 
volume which was partially offset by changes in claim frequencies and severities. Claims frequencies in 2010 for property 
damage and collision coverages increased in the one to two percent range versus 2009, while frequencies for comprehensive 
coverages rose in the five to seven percent range from 2009 due to higher numbers of glass claims. Injury claims frequencies 
increased in the two to four percent range versus 2009. Claim severities in 2010 for physical damage coverages rose in the two 
to four percent range compared to 2009, while injury severities increased in the three to seven percent range. Incurred losses 
from catastrophe events in 2010 were $109 million compared to $83 million in 2009. Underwriting expenses incurred in 2010 
increased 2.6% versus 2009 and primarily reflected increased advertising. 


Premiums earned in 2009 increased $1,097 million (8.8%) over 2008, reflecting growth in voluntary auto premiums earned 
as a result of an overall increase in policies-in-force of 7.8%. Policies-in-force grew more rapidly in the latter part of 2008 and 
the early part of 2009 and moderated over the remainder of 2009. As a result, premiums earned in 2009 increased at a higher 
rate than policies-in-force, despite a slight decline in premiums per policy. Voluntary auto policies-in-force at December 31, 
2009 were 684,000 greater than at December 31, 2008. 


Losses and loss adjustment expenses incurred in 2009 increased $1,125 million (12.1%) compared with 2008. The loss ratio 
was 77.0% in 2009 compared to 74.8% in 2008. The higher loss ratio in 2009 reflected overall increases in claim frequencies and 
injury claim severities. Claims frequencies in 2009 for physical damage coverages increased in the one to two percent range, while 
frequencies for injury coverages increased in the five to seven percent range compared with the very low frequency levels in 2008. 
Injury severities in 2009 increased in the three to five percent range while physical damage severities decreased in the two to four 
percent range from 2008. Incurred losses from catastrophe events in 2009 of $83 million were relatively unchanged from 2008. 
Underwriting expenses in 2009 increased $239 million (10.7%) due primarily to higher policy issuance costs and increased salary 
and employee benefit expenses, which included increased interest on deferred compensation liabilities. 


General Re 


Through General Re, we conduct a reinsurance business offering property and casualty and life and health coverages to 
clients worldwide. We write property and casualty reinsurance in North America on a direct basis through General Reinsurance 
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Corporation and internationally through Germany-based General Reinsurance AG (formerly named Cologne Re) and other 
wholly-owned affiliates. Property and casualty reinsurance is also written through brokers with respect to Faraday in London. 
Life and health reinsurance is written in North America through General Re Life Corporation and internationally through 
General Reinsurance AG. General Re strives to generate underwriting profits in essentially all of its product lines, without 
consideration of investment income. Our management does not evaluate underwriting performance based upon market share and 
our underwriters are instructed to reject inadequately priced risks. General Re’s underwriting results are summarized in the 
following table. Amounts are in millions. 


Premiums written Premiums earned Pre-tax underwriting gain 

2010 2009 2008 2010 2009 2008 2010 2009 2008 

Property/casualty ................. $2,923 $3,091 $3,383 $2,979 $3,203 $3,434 $289 $300 $163 
Dee AMtMN: «23. ghee doce casing ancea-g ave’ 2,709 2,630 2,588 2,714 2,626 2,580 163 177 179 


$5,632 $5,721 $5,971 $5,693 $5,829 $6,014 $452 $477 $342 


Property/casualty 


Premiums written in 2010 declined $168 million (5.4%) from 2009, while premiums earned in 2010 declined $224 million 
(7.0%) from 2009. Excluding the effects of foreign currency exchange rate changes, premiums written and earned in 2010 
declined $202 million (6.5%) and $169 million (5.3%), respectively, compared with 2009. Premiums written and earned in 2010 
reflected decreased volume as price competition in most property and casualty lines has led to decreases in premium volume 
over the past several years. Our underwriters continue to maintain discipline by rejecting inadequately priced offerings. 
Increased price competition and capacity within the industry could continue to constrain premium volume during 2011. 


Underwriting gains were $289 million in 2010 and consisted of gains of $236 million from property business and 
$53 million from casualty/workers’ compensation business. The property business produced underwriting losses of $96 million 
for the 2010 accident year, offset by gains of $332 million from loss reserve reductions related to loss events occurring before 
2010. The property results in 2010 were net of $339 million of catastrophe losses incurred primarily from the Chilean and New 
Zealand earthquakes and weather-related losses in Europe, Australia and New England. The timing and magnitude of 
catastrophe and large individual losses produces significant volatility in periodic underwriting results. The underwriting gains of 
$53 million from casualty/workers’ compensation business reflected overall reductions in prior years’ loss reserve estimates 
offset in part by $125 million of workers’ compensation loss reserve discount accretion and deferred charge amortization. 


Premiums written and earned in 2009 declined $292 million (8.6%) and $231 million (6.7%), respectively, from 2008. 
Premiums in 2008 included $205 million with respect to a reinsurance-to-close transaction that increased our economic interest 
in the run-off of Lloyd’s Syndicate 435’s 2000 year of account from 39% to 100%. Under the reinsurance-to-close transaction, 
we also assumed a corresponding amount of net loss reserves and as a result, there was no impact on net underwriting gains in 
2008. There was no similar transaction in 2009. Excluding the reinsurance-to-close transaction and the effects of foreign 
currency exchange rate changes, premiums written and earned in 2009 increased $149 million (4.7%) and $107 million (3.3%), 
respectively, compared to 2008, primarily due to increased volume in European treaty and Lloyd’s market property business. 


Underwriting results in 2009 included underwriting gains of $478 million from property business and losses of 
$178 million from casualty/workers’ compensation business. The property business produced underwriting gains of 
$173 million for the 2009 accident year, and $305 million from loss reserve reductions related to loss events occurring 
before 2009. The property gains in 2009 were net of $48 million of losses from catastrophes, which were primarily from 
winter storm Klaus in Europe, the Victoria bushfires in Australia and an earthquake in Italy. The underwriting losses from 
casualty/workers’ compensation business were primarily the result of establishing higher loss reserves for 2009 accident 
year occurrences to reflect higher loss trends as well as $118 million of workers’ compensation loss reserve discount 
accretion and deferred charge amortization, offset in part by reserve reductions related to prior years’ casualty/workers’ 
compensation loss reserves. 


Underwriting results in 2008 included $275 million in underwriting gains from property business partially offset by 
$112 million in underwriting losses from casualty/workers’ compensation business. The property business produced 
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underwriting losses of $120 million for the 2008 accident year, offset by $395 million of gains from loss reserve reductions 
related to loss events occurring before 2008. The 2008 accident year results included $174 million of catastrophe losses from 
Hurricanes Gustav and Ike and $56 million of catastrophe losses from European storms. The underwriting losses from casualty/ 
workers’ compensation business in 2008 included $117 million of workers’ compensation loss reserve discount accretion and 
deferred charge amortization, offset in part by reserve reductions related to prior years’ other casualty lines. The casualty results 
were also adversely impacted by legal costs incurred in connection with regulatory investigations. 


Life/health 


Premiums earned in 2010 increased 3.4% over 2009, which increased 1.8% over 2008. Adjusting for the effects of foreign 
currency exchange rate changes, premiums earned increased 4.8% over 2009, which increased 4.7% over 2008. The increases in 
premiums earned since 2008 were primarily due to increased international business. Underwriting results for the global life/ 
health operations produced underwriting gains of $163 million in 2010, $177 million in 2009 and $179 million in 2008. Overall 
results were profitable in each of the past three years driven by gains from the life business due primarily to favorable mortality. 


Berkshire Hathaway Reinsurance Group 


Through the Berkshire Hathaway Reinsurance Group, we underwrite excess-of-loss reinsurance and quota-share coverages 
on property and casualty risks for insurers and reinsurers worldwide. BHRG’s business includes catastrophe excess-of-loss 
reinsurance and excess primary and facultative reinsurance for large or otherwise unusual discrete property risks referred to as 
individual risk. BHRG also writes retroactive reinsurance, which provides indemnification of losses and loss adjustment 
expenses with respect to past loss events. Other multi-line business refers to other property and casualty business written on 
both a quota-share and excess basis. Beginning in 2010, BHRG’s underwriting activities include life reinsurance as well as a life 
annuity business, which in previous years was included in the finance and financial products segment. Amounts for 2009 and 
2008 have been reclassified to conform to the current year presentation. BHRG’s underwriting results are summarized in the 
table below. Amounts are in millions. 


Premiums earned Pre-tax underwriting gain/loss 
2010 2009 2008 2010 2009 2008 
Catastrophe and individual risk ........... 0.000 cece eee eee $ 623 $ 823 $ 955 §$ 260 $782 $ 776 
Retroactive reinsurance ..... 0.0.0... cece eens 2,621 1,989 204 (90) (448) (414) 
Other multiline’ a: oe2 2.865 stake ececk hse eo Seadiy e ee de Meenas 48 3,459 3,894 3,923 203 15 962 
Tepe AT ANTUILY 5 shake as y-g ecanpe ghere-4dg aie acd 45) Blac anpueiueengedrteteratayaie tosis 2,313 — — (197) (99) (102) 


$9,076 $6,706 $5,082 $176 $250 $1,222 


Catastrophe and individual risk contracts may provide exceptionally large limits of indemnification and cover catastrophe 
risks (such as hurricanes, earthquakes or other natural disasters) or other property and liability risks. The timing and magnitude 
of losses produces extraordinary volatility in periodic underwriting results of this business. Catastrophe and individual risk 
premiums written were approximately $584 million in 2010, $725 million in 2009 and $1.1 billion in 2008. The level of 
business that we write in a given period will vary significantly due to changes in market conditions and our management’s 
assessment of the adequacy of premium rates. We constrained the volume of business written in 2010 as premium rates have not 
been attractive enough to warrant increasing volume. However, we have the capacity and willingness to write substantially more 
business when appropriate pricing can be obtained. Premiums earned from catastrophe and individual risk contracts in 2010 
declined 24% from 2009 which declined 14% from 2008. 


Underwriting results from catastrophe and individual risk business in 2010 included estimated losses of $322 million 
arising from several significant property catastrophe and casualty loss occurrences in 2010. Underwriting results in 2009 
reflected no significant losses from catastrophes during the year, while in 2008 we incurred approximately $270 million of 
estimated losses from Hurricanes Gustav and Ike. Underwriting results in 2008 also included a gain of $224 million from a 
contract in which we agreed to purchase, under certain conditions, up to $4 billion of revenue bonds issued by the Florida 
Hurricane Catastrophe Fund Finance Corporation. Our obligation was conditioned upon, among other things, the occurrence of 
a specified amount of Florida hurricane losses during a period that expired on December 31, 2008 and which was not met. 
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Retroactive reinsurance policies generally provide very large, but limited, indemnification of unpaid losses and loss 
adjustment expenses with respect to past loss events that are generally expected to be paid over long periods of time. Premiums 
earned in 2010 included approximately $2.25 billion from a reinsurance contract entered into with Continental Casualty 
Company, a subsidiary of CNA Financial Corporation, and several of its other insurance subsidiaries (collectively the “CNA 
Companies”). Under the terms of the reinsurance contract, BHRG assumed certain asbestos and environmental pollution 
liabilities of the CNA Companies subject to an aggregate limit of indemnification of $4 billion of covered losses and allocated 
loss adjustment expenses. The premiums earned related to this contract were offset by a corresponding amount of losses 
incurred (comprised of estimated loss reserves of approximately $2.45 billion less a deferred charge asset of approximately 
$200 million), thus resulting in no immediate impact on underwriting results. Premiums earned from retroactive reinsurance in 
2009 included 2.0 billion Swiss Francs (approximately $1.7 billion) from an adverse loss development contract with Swiss 
Reinsurance Company Ltd. and its affiliates (“Swiss Re”) covering substantially all of Swiss Re’s non-life insurance losses and 
allocated loss adjustment expenses for loss events occurring prior to January 1, 2009. 


Underwriting losses from retroactive reinsurance include the recurring amortization of deferred charges that are established 
with respect to these contracts. At the inception of a contract, deferred charges represent the difference between the premium 
received and the estimated ultimate losses payable. Deferred charges are subsequently amortized over the estimated claims 
payment period using the interest method and are based on estimates of the timing and amount of loss payments. Amortization 
charges are recorded as a component of losses and loss adjustment expenses. The relatively low underwriting losses in 2010 
reflected the impact of net reductions in ultimate reserve estimates on certain large contracts and generally slower than expected 
loss payments, which resulted in lower rates of deferred charge amortization. At December 31, 2010, unamortized deferred 
charges for all of BHRG’s retroactive contracts were approximately $3.7 billion and gross unpaid losses were approximately 
$18.7 billion. 


Other multi-line property and casualty premiums earned included $2.4 billion in 2010, $2.8 billion in 2009 and $1.8 billion 
in 2008 from a 20% quota-share reinsurance contract with Swiss Re covering substantially all of Swiss Re’s property/casualty 
risks incepting from January 1, 2008 and running through December 31, 2012. Excluding the Swiss Re quota-share contract, 
premiums earned in 2010 from other multi-line business declined $75 million (7%) from 2009, which declined $969 million 
(46%) compared to 2008. 


Underwriting results from other multi-line business are affected by the timing and magnitude of catastrophe losses and 
unrealized foreign currency transactions. Underwriting results in 2010 for our other multi-line business included estimated 
catastrophe losses of approximately $308 million from the Chilean and New Zealand earthquakes, the Gulf of Mexico BP 
Deepwater Horizon oil rig explosion and the Australian floods. There were no significant catastrophe losses in 2009. 
Underwriting results in 2008 included approximately $435 million of estimated catastrophe losses from Hurricanes Gustav and 
Ike. Underwriting results also included losses of approximately $168 million in 2010 and $280 million in 2009 and gains of 
approximately $930 million in 2008 from unrealized foreign currency transaction gains and losses arising from the conversion 
of certain reinsurance loss reserves and other liabilities denominated in foreign currencies into U.S. Dollars as of the balance 
sheet dates. Excluding the effects of the currency gains/losses, other multi-line business produced underwriting gains of 
$371 million in 2010, $295 million in 2009 and $32 million in 2008. 


In January 2010, BHRG entered in to a life reinsurance contract with Swiss Re Life & Health America Inc. (“SRLHA”). 
Under the agreement, BHRG assumed the liabilities and subsequent renewal premiums associated with a closed block of yearly 
renewable term reinsurance business reinsuring permanent and term products and universal life products written, assumed or 
subsequently acquired by SRLHA. BHRG assumes the mortality risk on the underlying lives with respect to the SRLHA 
business effective as of October 1, 2009, until the underlying yearly renewable term reinsured policy non-renews or the insurer 
ceding the business to SRLHA recaptures the business. Premiums earned in 2010 from this contract were $2.1 billion and 
underwriting losses were $83 million. The agreement is expected to remain in-force for several decades and, over time, is 
expected to result in substantial premiums earned and life benefits incurred. The underwriting results of the life and annuity 
business also included periodic interest charges arising from accretion of discounted annuity reserves. At December 31, 2010, 
the net reserves for all life and annuity benefits were approximately $2.8 billion. 
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Our primary insurance group consists of a wide variety of independently managed insurance businesses that principally 
write liability coverages for commercial accounts. These businesses include: Medical Protective Corporation (“MedPro”), a 
provider of professional liability insurance to physicians, dentists and other healthcare providers; National Indemnity 
Company’s primary group (“NICO Primary Group”), writers of commercial motor vehicle and general liability coverages; U.S. 
Investment Corporation, whose subsidiaries underwrite specialty insurance coverages; a group of companies referred to 
internally as “Berkshire Hathaway Homestate Companies,” providers of standard commercial multi-line insurance; Central 
States Indemnity Company, a provider of credit and disability insurance to individuals nationwide through financial institutions; 
Applied Underwriters, a provider of integrated workers’ compensation solutions; and BoatU.S., a writer of insurance for owners 
of boats and small watercraft. 


Earned premiums by our primary insurance businesses were $1.7 billion in 2010, $1.8 billion in 2009 and $2.0 billion in 
2008. Premium volume of our primary insurers, in general, has been and continues to be constrained by soft market conditions 
and as a result, we are accepting less business. Underwriting gains as percentages of premiums earned were approximately 16% 
in 2010, 5% in 2009 and 11% in 2008. The improvement in underwriting results was primarily due to reductions of MedPro’s 
estimated prior years’ loss reserves and lower loss ratios of the Berkshire Hathaway Homestate Companies. 


Insurance—Investment Income 


A summary of net investment income of our insurance operations follows. Amounts are in millions. 


2010 2009 2008 


Investment income before taxes, noncontrolling interests and equity method earnings ............ $5,145 $5,459 $4,896 
Income taxes and noncontrolling interests... 00... keene eee e teenies 1,335 1,615 1,286 
Net investment income before equity method earnings ........ 0.0.0... c eee eee eee 3,810 3,844 3,610 
Equity method:eamings 20s chide deed bse aee oe tek eo Rees ae dons eee kee Pee ey seen ees 50 427 — 

Net investment income ... 0.0... 0. teen een tenn n een n een ens $3,860 $4,271 $3,610 


Investment income consists of interest and dividends earned on cash and cash equivalents and investments attributable to 
our insurance businesses. Pre-tax investment income declined $314 million (5.8%) compared with 2009. The decline in 2010 
investment income reflected lower dividends earned from our investments in Wells Fargo common stock and the impact of a 
realized gain in 2009 of about $100 million from a short-term currency transaction made in anticipation of our investment in the 
Swiss Re convertible capital instrument. 


Pre-tax investment income in 2009 exceeded 2008 by $563 million (11.5%). The increase in investment income in 2009 
primarily reflected earnings from several large investments made in the fourth quarter of 2008 and first half of 2009, partially 
offset by lower earnings on cash and cash equivalents due to lower short-term interest rates and lower average cash balances. 


In October 2008, we acquired 11.45% subordinated notes and 5% preferred stock issued by Wrigley and preferred stocks 
of Goldman Sachs and General Electric that each pay an annual dividend of 10%. In March 2009, we acquired a 12% 
convertible capital instrument of Swiss Re and in April 2009, we acquired an 8.5% Cumulative Convertible Perpetual Preferred 
Stock of Dow. In December 2009, we also acquired $1.0 billion par amount of senior notes issued by Wrigley. Approximately 
85% of these securities were acquired by our insurance group, with the remainder primarily held in our finance and financial 
products businesses. Our insurance group earned about $1.8 billion in 2010 and $1.7 billion in 2009 in interest and dividends 
from the aforementioned investments. 


Our investment income in 2011 may decline as compared to 2010 as a result of maturities and redemptions of higher 
yielding investments that occurred in 2010 and are expected to occur in 2011 and low interest rates currently available for 
reinvestment purposes. As a result, our cash and cash equivalent balances will likely increase during 2011. In November 2010, 
an agreement was entered into with Swiss Re providing for the redemption of the 12% capital instrument for aggregate 
consideration of approximately CHF 3.9 billion. In addition, our investment in Goldman Sachs preferred stock may be 
redeemed at the option of Goldman Sachs at any time and our investment in General Electric preferred stock may be redeemed 
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at the option of General Electric beginning in October 2011. We anticipate that both of these securities will be redeemed in 
2011. The negative impact on investment income from these events may be partially offset to the extent that dividend rates 
increase with respect to certain of our major common stock investments. 


Insurance investment income also includes earnings from equity method investments (BNSF and Moody’s). Equity method 
earnings represented our proportionate share of the net earnings of these companies. As a result of a reduction of our ownership 
of Moody’s in July of 2009, we discontinued the use of the equity method for our investment in Moody’s as of the beginning of 
the third quarter of 2009. As a result of our acquisition of the remaining outstanding stock of BNSF on February 12, 2010, we 
discontinued the use of the equity method and BNSF’s accounts are now included in our Consolidated Financial Statements 
beginning as of February 13, 2010. Dividends received on equity method investments are not reflected in our earnings. 


Invested assets derive from shareholder capital and reinvested earnings as well as net liabilities under insurance contracts 
or “float.” The major components of float are unpaid losses, life, annuity and health benefit liabilities, unearned premiums and 
other liabilities to policyholders less premium and reinsurance receivables, deferred charges assumed under retroactive 
reinsurance contracts and deferred policy acquisition costs. Float approximated $66 billion at December 31, 2010, $63 billion at 
December 31, 2009 and $60 billion at December 31, 2008, respectively. The cost of float, as represented by the ratio of 
underwriting gain or loss to average float, was negative for the last three years, as our insurance business generated 
underwriting gains in each year. 


A summary of cash and investments held in our insurance businesses follows. Amounts are in millions. 


2010 2009 
Cashand cash equivalents... cae chase add Cade oe he deed oa eee Ee eaew dug a bce nena we $ 24,818 $ 18,655 
GUIty SECUIITIES: 2g gi aca cntale deg orden acietinne bho adden ep age dace tenane eeaud ae getdate od arp etek eel ade Reads 59,517 56,289 
Fixed: maturity Secures: 22s oi4-3.0.05-p-daecte decent ese Rise aed haw aentaw mater dw ed ete ae 32,889 35,537 
OMGT Once cee ak oe hie ete ates, edie noe Meera ee bre ad aos yard Dian eA geet ie, eee an eats 19,133 29,240 


$136,357 $139,721 


* Other investments include the investments in Wrigley, Goldman Sachs, General Electric and Dow. At December 31, 2009, 
other investments also included our investment in Swiss Re’s 12% convertible capital instrument and our investment in BNSF 
which was then accounted for under the equity method as previously discussed. 


In 2010, invested assets and policyholder float include amounts related to our life annuity business. In prior years, this 
business was included in the finance and financial products segment. Amounts for 2009 have been reclassified to conform to the 
current year presentation. 


Fixed maturity investments as of December 31, 2010 were as follows. Amounts are in millions. 


Amortized Unrealized Fair 

cost gains/losses value 
U.S. Treasury, U.S. government corporations and agencies .......... 00... e ee eee eee ee $ 2,151 $ 46 $ 2,197 
States, municipalities and political subdivisions ....... 0.0... cee cee eee eee 3,356 225 3,581 
Fores BOVEMMMEMS sic od bd whe we eek ee eM 4 eee ah eee ele AMM eee ms 10,909 196 11,105 
Corporate bonds, investment grade .... 0... .. cee eee eee nen eee 5,400 693 6,093 
Corporate bonds, non-investment grade .. 1.1... . eee cette teens 5,724 1,531 7,255 
Mortgage-backed securities .. 0... eect beeen teen eens 2,408 250 2,658 


$29,948 $2,941 $32,889 


As of December 31, 2010, all U.S. government obligations were rated AAA by the major rating agencies and 
approximately 86% of all state, municipal and political subdivisions, foreign government obligations and mortgage-backed 
securities were rated AA or higher. Non-investment grade securities represent securities that are rated below BBB- or Baa3. 
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Railroad (“Burlington Northern Santa Fe’’) 


We acquired control of Burlington Northern Santa Fe Corporation (“BNSF”) on February 12, 2010. BNSF’s revenues and 
operating results are included in our consolidated results beginning immediately after the acquisition. In 2009 and for the period 
between January 1, 2010 and February 12, 2010, we accounted for our interest in BNSF pursuant to the equity method. Our 
share of BNSF’s earnings for those periods is included in net investment income of our insurance group. Earnings of BNSF 
following the acquisition are summarized below (in millions). BNSF’s earnings for the years ending December 31, 2010 and 
2009 are provided for comparison, although these results are not consolidated in our financial statements. 


Feb. 13, 2010 to 


Dec. 31, 2010 2010 2009 

RE VOMUGS = <tce coressd oats og one fee veers tea as tion S28 uae, eaiede a eared a. Ace an en teen buaeeauaata ok eee 25 $15,059 $16,850 $14,016 
Operating CxpPENseS ..i-vsheea dues Paee oie ene Meare wen eh ES eee ee ad 11,013 12,355 10,762 
Intérest:expense: wins cc vedas dues taco dic atees pines sees RAE E Coenen ea 435 507 613 

11,448 12,862 11,375 
Preé=taxCaImMiNGS: ihe 1d hook due Pioden gd ben ddeedewasoan dee proud eee een Rey 3,611 3,988 2,641 
VNCOMEAAKES: 2a. d shecinscic se chased, gost faap ag herien ses saliannicddev ances. dodeaicd ceca vac ear savas eS ARG: & aviehaee dear beara deg 1,376 1,529 920 
INGUGAMNINGS : 45 igen t ee eh baie dee hobose mde edn dnd dade ad eter dens $ 2,235 $ 2,459 $ 1,721 


BNSF operates one of the largest railroad systems in North America with approximately 32,000 route miles of track 
(including 23,000 route miles owned) in 28 states and two Canadian provinces. BNSF’s major business groups are classified by 
product shipped and include consumer products, coal, industrial products and agricultural products. The discussion that follows 
compares BNSF’s results for the years ending December 31, 2010 and 2009. 


Revenues for the year ending December 31, 2010 were approximately $16.9 billion, representing an increase of approximately 
$2.8 billion (20%) over 2009. In 2010, revenues from each of the four business groups increased between 17% to 23% as compared 
to 2009. The increases reflected increased industrial products, agricultural products, consumer products and coal freight volume as 
well as overall increased yields. In addition, annual revenues in 2010 included an increase in fuel surcharges of $740 million versus 
2009. 


Operating expenses in 2010 were $12.4 billion, an increase of $1.6 billion (15%) over 2009, reflecting an increase in costs 
to handle the increase in freight volume as well as higher fuel and wage costs. Fuel costs increased $644 million in 2010 
primarily due to higher prices. Compensation and benefits expense increased $523 million in 2010 primarily due to increased 
incentive compensation, increased health and welfare expenses and general wage increases. Operating expenses in 2010 also 
reflected increased depreciation and amortization expense versus 2009. 


Utilities and Energy (“MidAmerican”’) 


Revenues and earnings of MidAmerican are summarized below. Amounts are in millions. 


Revenues Earnings 
2010 2009 2008 2010 2009 2008 
Paci Corp 2 sed sited aia bre sa WE Matias aati A ete Sew ee oR es $ 4,518 $ 4543 $ 4558 $ 783 $ 788 $ 703 
MidAmerican Energy Company .................000 0005. 3,824 3,711 4,742 279 285 425 
Natural gas pipelines ........... 0.0.00. e eee eee eee 994 1,073 1,221 378 457 595 
WR UH. ge sedpes ic entcacs acess a 6 anced acdc ted nc ba Babu gasses 804 829 1,001 333 248 339 
Real éstate brokerage © 2.2c.s.cccnderos chile byes ead ee eens 1,046 1,071 1,147 42 43 (45) 
OUNEE sn 506 eA he Se PRS ed eR ew SE Gon ees 119 216 1,302 47 25 1,278 
$11,305 $11,443 $13,971 

Earnings before corporate interest and taxes ................ 1,862 1,846 3,295 
Corporate interest) sa5 cease wade de Roe s De wears ee es (323) (318) (332) 
Interest on Berkshire junior debt .................00 020s eee (30) (58) (11) 
Income taxes and noncontrolling interests ................-. (271) (313) (1,002) 

NOt CaRMIN 8S 2 .c.ss6 cise dance acancdace hlgnalacg Redes battens Gemare eo $ 1,238 $ 1,157 $ 1,850 
Earnings attributable to Berkshire * ..................0205. $ 1,131 $ 1,071 $ 1,704 
Debt owed to others at December 31 ..................0000. 19,646 19,579 19,145 


Debt owed to Berkshire at December 31 ................... 165 353 1,087 
* Net of noncontrolling interests and includes interest earned by Berkshire (net of related income taxes). 
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We hold an 89.8% ownership interest in MidAmerican Energy Holdings Company (“MidAmerican’’), which operates an 
international energy business. MidAmerican’s domestic regulated energy interests are comprised of two regulated utility 
companies and two interstate natural gas pipeline companies. In the United Kingdom, MidAmerican operates two electricity 
distribution businesses. The rates that our utilities and natural gas pipelines charge customers for energy and other services are 
generally subject to regulatory approval. Rates are based in large part on the costs of business operations, including a return on 
capital. To the extent we are not allowed to include such costs in the approved rates, operating results will be adversely affected. 
In addition, MidAmerican also operates a diversified portfolio of independent power projects and the second-largest residential 
real estate brokerage firm in the United States. 


Our U.S. based regulated utilities businesses are conducted through PacifiCorp and MidAmerican Energy Company 
(“MEC’”). PacifiCorp’s revenues and earnings before corporate interest and taxes (“EBIT’’) in 2010 were $4,518 million and 
$783 million, respectively, relatively unchanged from 2009. Revenues in 2010 reflected lower average wholesale prices and a 
decrease in wholesale sales volume of approximately 8%, offset by higher retail prices approved by regulators and higher 
renewable energy credit sales. PacifiCorp’s EBIT reflected decreased prices of purchased electricity and natural gas and lower 
natural gas volumes, offset by higher transmission costs from higher contract rates, higher volumes of purchased electricity and 
higher coal prices. Revenues of MEC in 2010 increased $113 million (3%) over 2009, primarily due to higher volumes of 
regulated and non-regulated electricity sales which are attributable to higher customer usage, impacted by weather conditions 
and customer growth. MEC’s EBIT in 2010 was $279 million, a slight decrease compared to 2009, primarily due to higher 
energy costs, operating expenses and depreciation and amortization. Energy costs increased due to higher coal prices and greater 
thermal generation as a result of higher sales volume. Operating expenses increased due to higher maintenance costs from plant 
outages and storm damages. 


PacifiCorp’s revenues in 2009 of $4,543 million were relatively unchanged from 2008. Revenues in 2009 reflect an overall 
decrease in sales volume (both wholesale and retail) of approximately 2% and lower wholesale prices, somewhat offset by 
higher retail prices approved by regulators and higher renewable energy credit sales. PacifiCorp’s EBIT in 2009 of $788 million 
increased $85 million (12%) over 2008, primarily due to lower volume and prices of energy purchased in response to lower 
sales volumes and the use of lower-cost generation facilities put into service in the second half of 2008 and first quarter of 2009. 
Revenues of MEC in 2009 declined $1,031 million (22%) from 2008, primarily due to lower regulated natural gas and 
electricity sales. Regulated natural gas revenues decreased by $520 million in 2009, primarily due to a lower average per-unit 
cost of gas sold, which is passed on to customers and a 5% decline in sales volume. MEC’s regulated electricity revenues 
declined $315 million primarily as a result of a 35% decline in average wholesale prices and lower volumes, which were 
attributable to reduced demand due to economic conditions as well as mild temperatures in 2009. MEC’s EBIT in 2009 declined 
$140 million (33%) compared to 2008, primarily due to the lower regulated electricity revenues and increased depreciation due 
to additions of new wind-power generation facilities, partially offset by lower costs of purchased electricity and natural gas. 


Our natural gas pipeline businesses are conducted through Northern Natural Gas and Kern River. Natural gas pipelines 
revenues and EBIT each declined $79 million in 2010 from 2009. The declines were primarily due to lower transportation 
volume resulting from less favorable economic conditions and lower natural gas price spreads. Natural gas pipelines revenues 
and EBIT in 2009 declined $148 million and $138 million, respectively, from 2008 due primarily to lower volumes due to the 
economic climate, lower price spreads and the effects of a favorable rate proceeding included in the results for 2008. 


U.K. utility revenues decreased $25 million in 2010 from 2009 due to lower contracting revenue and lower gas production, 
partially offset by higher distribution revenue. The $85 million increase in EBIT is due to the sale of CE Gas (Australia) Limited 
during 2010 and an impairment of certain assets that was recorded during 2009. U.K. utility revenues in 2009 declined 
$172 million (17%) versus 2008, principally due to the impact from foreign currency exchange rates as a result of a stronger 
U.S. Dollar in 2009 as compared with 2008. EBIT of the U.K. utilities in 2009 declined $91 million (27%) compared to 2008. 
The decline in EBIT reflects foreign currency exchange rate changes as well as higher depreciation expense and charges to write 
down certain exploration and development assets. 


EBIT of the real estate brokerage business of $42 million in 2010 was relatively unchanged as compared to 2009. The real 
estate brokerage business incurred a loss of $45 million in 2008 that resulted from the weak U.S. housing markets. 


EBIT from other activities increased in 2010 as compared to 2009 due primarily to stock-based compensation expense of 
$125 million in 2009, as a result of MidAmerican’s purchase of common stock upon the exercise of the last remaining stock 
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options that had been granted to certain members of management at the time of Berkshire’s acquisition of MidAmerican in 
2000. EBIT from other activities in 2008 includes approximately $1.1 billion related to our investment in Constellation Energy 
and a related breakup fee we received from Constellation Energy. 


Manufacturing, Service and Retailing 


A summary of revenues and earnings of our manufacturing, service and retailing businesses follows. Amounts are 
in millions. 


Revenues Earnings 
2010 2009 2008 2010 2009 2008 
17 F215 0010) 0 esa eer CRE a a ee $ 5,967 $ 5,067 $ 5,529 $ 813 $ 686 $ 733 
McLane Company ............ 0. cece eee eee eens 32,687 31,207 29,852 369 344 276 
Oiner ManvlAaChwtiNs™ soo s-yete dics sreidaca Bare 3 40h 2.06 Sle ka aac wane 17,664 15,937 19,179 1,911 958 1,880 
Other SEPVICE: 2 wicca este bed ede ade Pee Eek nee 7,355 6,585 8,435 984 (91) 971 
Retailing o.c.4 000 cba on et dnankas wakes a eee we Soon aes bs 2,937 2,869 3,104 197 161 163 
$66,610 $61,665 $66,099 
Prée-tax€arminys ..9.:-d0.03.054 nied dewedendae dx dead bed ye lettin $4,274 $2,058 $4,023 
Income taxes and noncontrolling interests ................-000- 1,812 945 1,740 


$2,462 $1,113 $2,283 


Marmon 


We acquired a 60% controlling interest in Marmon Holdings, Inc. (“Marmon’’) on March 18, 2008 and as of December 31, 
2010 we owned approximately 64% of its outstanding common stock. In the first quarter of 2011, we will acquire additional 
shares and increase our ownership interest to about 80.2%. Marmon’s revenues, costs and expenses are included in our 
Consolidated Financial Statements beginning as of the initial acquisition date in 2008. Through Marmon, we operate 
approximately 130 manufacturing and service businesses that operate independently within eleven diverse business sectors. 


Marmon’s revenues in 2010 were $5,967 million, an increase of approximately 18% over 2009. About 40% of the revenues 
increase was the result of increased copper prices, the cost of which is passed to customers with little or no margin. The balance 
of the revenues increase in 2010 was associated with a gradual rebound in other sectors as Marmon’s end markets improved 
from 2009’s low levels. Earnings in 2010 increased $127 million (19%) to $813 million in comparison with 2009. Revenues in 
2010 increased in all sectors, except Transportation Services & Engineered Products and Water Treatment sectors. With the 
exception of Distribution Services, all sectors had improvement in earnings in 2010. Earnings as a percent of revenues were 
13.6% in 2010 and 13.5% in 2009. Operating margins in 2010 were negatively impacted by the increase in copper prices. The 
Transportation Services & Engineered Products and Building Wire sectors had the largest increases in earnings in 2010 
compared to 2009. Earnings in 2010 also benefitted from lower interest expense. 


Revenues in 2009 declined approximately 27% from 2008 (including periods in 2008 prior to our acquisition). The revenue 
decline in 2009 reflected the impact of the recession which led to lower customer demand across all sectors, and particularly in 
the Building Wire, Engineered Wire & Cable, Flow Products and Distribution Services sectors. Pre-tax earnings in 2009 
declined approximately 26% from the full year of 2008 which reflects the decline in revenues, somewhat offset by a 
$160 million reduction in operating costs resulting from cost reduction efforts. In 2009, the Retail Store Fixtures, Food Service 
Equipment and Water Treatment sectors produced comparable or improved earnings with 2008 despite lower revenues. The 
remaining sectors experienced lower earnings in 2009 compared to 2008. 


McLane Company 


Through McLane, we operate a wholesale distribution business that provides grocery and non-food products to retailers, 
convenience stores and restaurants. McLane’s business is marked by high sales volume and very low profit margins, and the 
fact that about 30% of its annual revenues are from sales to Wal-Mart. A curtailment of purchasing by Wal-Mart could have a 
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material adverse impact on McLane’s earnings. In 2010, McLane acquired Empire Distributors, based in Georgia and North 
Carolina and Horizon Wine and Spirits Inc., based in Tennessee. Empire and Horizon are wholesale distributors of distilled 
spirits, wine and beer. 


McLane’s revenues in 2010 were approximately $32.7 billion, representing an increase of $1.5 billion (5%) over 2009 
reflecting an 11% increase in foodservice revenues (driven by increased unit volume) and a relatively minor increase in grocery 
revenues. Pre-tax earnings in 2010 of $369 million increased $25 million (7%) over 2009. The increase in earnings in 2010 
reflected the favorable impact of the Empire and Horizon acquisitions and increased foodservice earnings, partially offset by 
lower earnings from the grocery unit. Earnings in 2009 included the impact of a substantial inventory price change gain in the 
grocery unit associated with an increase in federal excise taxes on cigarettes. Many tobacco manufacturers raised prices in 
anticipation of the tax increase, which allowed McLane to generate a one-time price change gain. The combined gross margin 
rate in 2010 was 5.75% versus 5.72% in 2009. McLane continues to maintain tight control over operating expenses. 


Revenues were $31.2 billion in 2009, an increase of $1.4 billion (5%) compared to 2008. The increase in revenues in 2009 
reflected an 8% increase in the grocery business, partially offset by an 11% decline from the foodservice business. The revenue 
increases in 2009 reflected additional grocery customers as well as manufacturer price increases and state excise tax increases. 
Pre-tax earnings in 2009 increased $68 million (25%) over 2008. Earnings in 2009 included the impact of the aforementioned 
inventory price change gain. The comparative increase in earnings in 2009 from the inventory price change gain was partially 
offset by a related one-time floor stock tax and by lower earnings from the foodservice business. Operating results in 2009 also 
benefited from lower fuel costs and operating expense control efforts. 


Other manufacturing 


Our other manufacturing businesses include a wide array of businesses. Included in this group are several manufacturers of 
building products (Acme Building Brands, Benjamin Moore, Johns Manville, Shaw and MiTek) and apparel (led by Fruit of the 
Loom which includes the Russell athletic apparel and sporting goods business and the Vanity Fair Brands women’s intimate 
apparel business). Among other businesses also included in this group are Forest River, a leading manufacturer of leisure 
vehicles, ISCAR Metalworking Companies (“IMC”), an industry leader in the metal cutting tools business with operations 
worldwide and CTB International (““CTB”’), a manufacturer of equipment for the livestock and agricultural industry. 


Revenues from our other manufacturing activities in 2010 were $17.7 billion, an increase of $1.7 billion (11%) over 2009. 
The increase was primarily due to volume driven revenue increases of Forest River (57%), IMC (41%), CTB (20%) and Johns 
Manville (12%). These operations rebounded in 2010 from slow business activity in 2009. Despite the increase in revenues by 
Johns Manville, our building products operations continue to be adversely affected by the overall soft residential and 
commercial real estate conditions. 


Pre-tax earnings of our other manufacturing businesses in 2010 increased $953 million (99%) compared with earnings in 
2009. The improvements in earnings in 2010 were driven by significant earnings increases at almost all of our manufacturing 
businesses, including our apparel and building products businesses. In particular, Fruit of the Loom’s operating results significantly 
improved primarily due to improved manufacturing efficiencies and cost management efforts. Increased earnings at IMC and 
Forest River were primarily a result of the aforementioned revenue growth. Overall, our manufacturing businesses benefitted in 
2010 from higher customer demand and the impact of their cost containment efforts over the past two years. 


Nearly all of the businesses in our manufacturing group experienced the adverse effects of the global economic recession in 
2009 as consumers and customers cut purchases. Revenues in 2009 were $15.9 billion, a decrease of $3.2 billion (17%) from 
2008. Revenues were lower for apparel (11%), building products (20%) and other businesses (16%) as compared to 2008. 
Pre-tax earnings of our other manufacturing businesses were $958 million in 2009, a decrease of $922 million (49%) versus 
2008. The declines in earnings reflected the lower revenues as well as relatively higher costs resulting from lower 
manufacturing efficiencies. 


Other service 


Our other service businesses include NetJets, the world’s leading provider of fractional ownership programs for general 
aviation aircraft, and FlightSafety, a provider of high technology training to operators of aircraft. Among the other businesses 
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also included in this group are: TTI, a leading electronic components distributor; Business Wire, a leading distributor of 
corporate news, multimedia and regulatory filings; The Pampered Chef, a direct seller of high quality kitchen tools; 
International Dairy Queen, a licensor and service provider to about 6,000 stores that offer prepared dairy treats and food; The 
Buffalo News, a publisher of a daily and Sunday newspaper; and businesses that provide management and other services to 
insurance companies. 


In 2010, revenues of our other service businesses were $7.4 billion, an increase of $770 million (12%) compared to 2009. 
Pre-tax earnings in 2010 were $984 million compared to a loss of $91 million in 2009. The improved results were significantly 
driven by improved operating results of NetJets and TTI. 


In 2010, NetJets’ revenues increased 7% over 2009. The increase was due to higher worldwide flight revenue hours and 
increased pass through costs, partially offset by lower management fees due to fewer aircraft in the NetJets program. NetJets 
generated pre-tax earnings of $207 million in 2010 compared to a pre-tax loss of $711 million in 2009, which included 
$676 million of asset writedowns and other downsizing costs. The asset write downs were primarily related to excess aircraft 
that have been subsequently sold or are expected to be sold for cash consideration approximating their written down values. 
Such costs in 2010 were relatively minor. On January 1, 2010, we began charging NetJets a guarantee fee related to the level of 
its outstanding debt. The guarantee fee was $38 million in 2010. Had a similar fee been charged in 2009, NetJets’ pre-tax loss of 
$711 million would have increased by $69 million. The improvement in earnings was due to the increase in revenues and to an 
overall reduction in flight operations and administrative costs, partially offset by higher fuel costs. NetJets continues to own 
more aircraft than is required for present operations and we expect to continue to dispose of selected aircraft over time. NetJets’ 
operating cost structure has been reduced to better match customer demand and we believe that NetJets will continue to operate 
profitably in the future. 


In 2010, revenues of TTT increased by approximately 45% over 2009 which was driven by very strong worldwide demand. 
We primarily attribute the revenue increase to strong consumer demand for electronic products, as well as to manufacturers 
replenishing depleted raw material inventories. We believe that the current strong market conditions will slow to more 
normalized levels and as a result, we anticipate that revenues growth will slow significantly from the extraordinary rate 
experienced in 2010. As a result of the increase in revenues, pre-tax earnings of TTI were significantly higher in 2010 compared 
to 2009. 


Revenues in 2009 were $6.6 billion, a decrease of $1.9 billion (22%) compared to 2008. Substantially all of our service 
businesses generated lower revenues in 2009 as compared to 2008, particularly at NetJets and to a lesser degree at TTI. In 2009, 
NetJets’ revenues declined 32% versus 2008 due to a 77% decline in aircraft sales as well as lower flight operations revenues 
primarily due to a 19% decline in flight revenue hours. Revenues at TTI were 17% lower in 2009 compared to 2008 due to the 
economic recession. NetJets produced a pre-tax loss in 2009 of $711 million compared to pre-tax earnings of $213 million in 
2008. The pre-tax loss at NetJets in 2009 included the aforementioned asset writedowns and other downsizing costs of 
$676 million compared to $54 million of such charges in 2008. Excluding the results of NetJets, our other service businesses 
produced pre-tax earnings of $620 million in 2009 compared to pre-tax earnings of $758 million in 2008. The negative impact 
of the global recession was evident at substantially all of our other service businesses. 


Retailing 


Our retailing operations consist of four home furnishings businesses (Nebraska Furniture Mart, R.C. Willey, Star Furniture 
and Jordan’s), three jewelry businesses (Borsheims, Helzberg and Ben Bridge) and See’s Candies. In 2010, revenues were 
$2.9 billion, an increase of 2% compared to 2009 and pre-tax earnings were $197 million, an increase of 22% compared to 
2009. The increase in earnings in 2010 was due to the modest increase in sales and ongoing cost containment efforts. Retailing 
revenues in 2009 decreased 8% compared to 2008. Pre-tax earnings of $161 million in 2009 were relatively unchanged from 
2008. Throughout 2008 as the impact of the economic recession in the U.S. worsened, consumer spending declined and these 
conditions continued in 2009. 
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A summary of revenues and earnings from our finance and financial products businesses follows. Amounts are in millions. 


Revenues Earnings 
2010 2009 2008 2010 2009 2008 
Manufactured housing and finance ............ 000: cece cece eens $3,256 $3,257 $3,560 $176 $187 $206 
Furniture/transportation equipment leasing ...................0 0020008. 660 661 773 53 14 87 
OUNEE o bce vobed cure ditch soe Setasiand Neste we Whe ialg ow Soap Guia dpa hatendacecden anes 348 383 440 460 452 478 
$4,264 $4,301 $4,773 
Pretax Camin gs” ¢ sc ced ang Gade oe ieee oe pe oF ee saa Ree eetoel es 689 653 771 
Income taxes and noncontrolling interests ................ 00.0000 .0008. 248 242 302 


$441 $411 $469 


Revenues in 2010 from our manufactured housing and finance business (Clayton Homes) of $3.3 billion were relatively 
unchanged from 2009. Sales of manufactured homes declined approximately $40 million in 2010 versus 2009, reflecting an 
increase in unit sales of approximately 6% which was more than offset by lower average selling prices primarily attributable to 
product mix. Unit sales in the first half of 2010 benefitted from the home buyer tax credit, which expired in the second quarter 
and as a result demand declined over the last half of the year. Interest and finance income increased in 2010 as a result of the 
adoption of a new accounting pronouncement, which required us to consolidate securitized loan portfolios we originated several 
years ago. 


The operating results of Clayton Homes have been negatively affected by the economic recession as well as the credit 
crisis. In addition, our manufactured housing programs have been at a competitive disadvantage compared to traditional single 
family housing markets, which have been receiving significant interest rate subsidies from the U.S. government through 
government agency insured mortgages. For the most part, these subsidies are not available to factory built homes. As a result, 
manufactured housing construction, sales and related lending activities have been negatively impacted. Nevertheless, Clayton 
Homes remains the largest manufactured housing business in the United States and we believe that it will continue to operate 
profitably, even under the current conditions. 


Pre-tax earnings of Clayton Homes in 2010 decreased $11 million (6%) versus 2009. Operating results in 2010 were 
negatively impacted by reduced earnings from manufactured home sales, partially offset by increased financial services 
earnings. Installment loan balances were approximately $13.5 billion as of December 31, 2010 (including about $1.3 billion 
related to securitized loans consolidated in 2010) versus $12.3 billion as of December 31, 2009. 


Revenues in 2009 of Clayton Homes declined $303 million (9%) from 2008. The decrease was primarily due to a 16% 
decline in units sold, partially offset by higher average selling prices and a slight increase in installment loan interest and other 
investment income. Pre-tax earnings of Clayton Homes were $187 million in 2009, a decline of $19 million (9%) from 2008. 
Pre-tax earnings in 2009 were negatively impacted by a $79 million increase in estimated loan loss provisions, partially offset 
by improved margins from manufactured home sales and lower selling, general and administrative expenses arising from cost 
reduction efforts. 


Revenues from our furniture and transportation equipment leasing activities in 2010 were relatively unchanged from 2009. 
Pre-tax earnings in 2010 were $53 million, an increase of $39 million over 2009. The earnings increase in 2010 was primarily 
attributable to cost containment efforts as well as improved transportation equipment utilization. 


Revenues and pre-tax earnings from our furniture/transportation equipment leasing businesses in 2009 declined 
$112 million (14%) and $73 million (84%), respectively, compared to 2008. The declines primarily reflected lower rental 
income driven by relatively low utilization rates for over-the-road trailer and storage units, and lower furniture rentals. 
Significant cost components of this business are fixed (depreciation and facility expenses), so earnings declined 
disproportionately to revenues. 


Other finance business earnings include investment income generated on fixed maturity and equity investments, including 
portions of our investments in Goldman Sachs and Wrigley securities as well as revenues and earnings from other miscellaneous 
activities. In addition, other activities include earnings from internal interest rate spreads charged to Clayton Homes on 
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Berkshire Hathaway Finance Corporation’s (““BHFC”) borrowings ($11.5 billion as of December 31, 2010), which are used in 
connection with Clayton Homes’ installment lending activities. A corresponding charge is reflected in the manufactured housing 
and finance earnings. Also included in other finance business activity is the guaranty fee of $38 million that was due from 
NetJets in 2010. As previously discussed, NetJets recorded a corresponding charge to its 2010 earnings. 


Investment and Derivative Gains/Losses 


A summary of investment and derivative gains and losses and other-than-temporary impairment losses on investments 
follows. Amounts are in millions. 


2010 2009 2008 
Investment gains/losses 
Sales and other disposals of investments 
TiStrance and. Other, 2% swc2's Yd oh eee is oe ae oh aoeed oh neat ASGds $ 3,032 $ 277 $ 912 
Finance and financial products .... 2.0.0.0... eee eee eee 9 110 6 
Other-than-temporary impairment losses on investments ........... 0.000 ce eee eee eee (1,973) (3,155) (1,813) 
Other i ciecidereeisiedaseneis Ob ies diiledday le eattoetebeeidsedin denteleces 1,017 (69) 255 


2,085 (2,837) (640) 


Derivative gains/losses 


Credit:default:contracts. 124... 542460 cewiht code Reh ieee eared edd daadiow nad 250 789 (1,774) 
Equity index put option contracts 2... 6... cette eee 172 2,713 (5,028) 
Other derivative: Contracts: <siscsy08 ab bce de ae Sand a Sid aie eaeede abo ee cea tate ed (161) 122 (19) 

261 3,624 (6,821) 

Gains/losses before income taxes and noncontrolling interests .... 0.0.0.0... cece eee eee ee 2,346 787 (7,461) 
Income taxes and noncontrolling interests ... 0... 0... cece eee eee 472 301 = (2,816) 
INGt:ainS/lOSSES: 36 gcse a gadcatn Fe Renee eobhaus atinintavaia soatBenad.gnarbadedaeaysnin bog Was Gaara Le Adem ich dudeeetaee Rane ed $1,874 $ 486 $(4,645) 


Investment gains or losses are recognized upon the sales of investments or as otherwise required under GAAP. The timing 
of realized gains or losses from sales can have a material effect on periodic earnings. However, such gains or losses usually 
have little, if any, impact on total shareholders’ equity because most equity and fixed maturity investments are carried at fair 
value with any unrealized gains or losses included as components of accumulated other comprehensive income. In 2010, 
investment gains/losses on sales and other disposals of investments included a $1.3 billion gain with respect to the redemption 
of the Swiss Re 12% convertible capital instrument and other investment gains/losses included a one-time holding gain of 
$979 million in connection with our acquisition of BNSF (see Notes 2 and 5). 


The recognition of other-than-temporary impairment losses results in reductions in the cost basis of the investments but not 
a reduction in fair value and the recognition of an other-than-temporary impairment loss has little if any impact on our 
shareholders’ equity and book value per share. Although we have recorded other-than-temporary impairment losses in earnings 
in each of the past three years, we continue to hold positions in many of these securities. The recognition of such losses does not 
necessarily indicate that sales are imminent or planned and sales ultimately may not occur. Furthermore, the recognition of 
other-than-temporary impairment losses does not necessarily indicate that the loss in value of the security is either permanent or 
that the market price of the security will not subsequently increase to and ultimately exceed our original cost by a substantial 
margin. 


We collectively consider several factors in determining other-than-temporary impairment losses including the current and 
expected long-term business prospects of the issuer, our ability and intent to hold the investment until the price recovers and the 
length of time and relative magnitude of the price decline. We further recognize that stock prices may remain below intrinsic 
value for a period of time that is deemed excessive. As a result, other-than-temporary impairment losses may be recorded in 
these instances, even though we may strongly believe that the stock price will recover to at least its original cost and we 
currently possess the ability and intent to hold the security until, at least, that time. 


Other-than-temporary impairment losses recorded in the fourth quarter of 2010 included unrealized losses on individual 
equity securities of $938 million (determined on a specific identification basis). Such losses averaged about 20% of the original 
cost of the impaired securities. In each case, the issuer has been profitable in recent periods and in some cases highly profitable. 
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Although we expect that these businesses will continue to remain profitable and that the market prices for these securities will 
eventually exceed our original cost, we could not establish sufficient objective evidence as to the timing or amount of the future 
recovery in market prices. We also recorded other-than-temporary impairment losses of about $1.0 billion on certain debt 
instruments where, after evaluation, we concluded that we would likely not receive all contractual cash flows when due. 


Other-than-temporary impairment losses in 2009 predominantly relate to a loss with respect to our investment in 
ConocoPhillips common stock. The market price of ConocoPhillips shares declined sharply over the last half of 2008. In 2009, 
we sold over half of the ConocoPhillips position we held at the end of 2008. Sales in 2009 were in anticipation of other 
investment opportunities, to increase overall liquidity and to realize capital losses that were carried back to prior years for 
income tax purposes. We continue to hold over 29 million shares of ConocoPhillips and its market price as of December 31, 
2010 was about 75% over its market price at the time we recorded the aforementioned other-than-temporary impairment loss. 
None of the subsequent recovery in the market price of ConocoPhillips currently held is reflected in our net earnings but it is 
reflected in accumulated other comprehensive income. 


Other-than-temporary impairment losses recorded in 2008 were primarily related to investments in twelve equity securities. 
The unrealized losses in these securities generally ranged from 40% to 90% of cost. After reviewing these investments, we 
concluded that there was considerable uncertainty in the business prospects of these companies and thus uncertainty on the 
recoverability of the cost of the security. 


Derivative gains/losses primarily represent the changes in fair value of our credit default and equity index put option 
contracts. Changes in the fair values of these contracts are reflected in earnings and can be significant, reflecting the volatility of 
equity and credit markets. We have not actively traded into and out of credit default and equity index put option contracts. 
Under many of the contracts, no settlements will occur until the contract expiration dates, many years from now. We reported 
pre-tax gains on our credit default contracts of $250 million in 2010, $789 million in 2009 and pre-tax losses of $1.8 billion in 
2008. These gains and losses reflect the changes in the fair values of these contracts. The fair values of our credit default 
contracts are impacted by changes in credit default spreads, which have been volatile from period to period. The gains in 2010 
reflected the overall narrowing of credit default spreads for corporate issuers and were somewhat offset by losses due to the 
widening of spreads for municipalities, particularly in the fourth quarter. There were no credit loss events on our contracts in 
2010. The gains and losses from our credit default contracts in 2009 and 2008 derived primarily from changes in the fair value 
of our liabilities due to a significant widening of credit default spreads of corporate issuers in 2008 and the narrowing of spreads 
for corporate issuers in 2009. There were several credit loss events in the second half of 2008 and the beginning of 2009, 
primarily related to contracts involving non-investment grade (or high-yield) corporate issuers and during 2009 we paid losses 
of about $1.9 billion. 


In 2010 and 2009, gains on equity index put option contracts were $172 million and $2.7 billion, respectively compared to 
losses of $5.0 billion in 2008. In the fourth quarter of 2010, we settled certain equity index put option contracts early at the 
request of the counterparty. The net gain in 2010 arising from these settled contracts was $561 million, which is represented by 
the difference between the recorded fair values of the contracts at December 31, 2009 and the settlement payment amounts. 
Otherwise, we recognized pre-tax losses of $389 million under our remaining equity index put option contracts reflecting 
generally lower interest rate assumptions and the effect of foreign currency exchange rate changes. The derivative contract gains 
in 2009 reflected increases in the underlying equity indexes ranging from approximately 19% to 23%, partially offset by the 
impact of a weaker U.S. Dollar on non-U.S. contracts and lower interest rates. These factors combined to produce a decrease in 
our estimated liabilities. The losses in 2008 reflected declines of between 30% and 45% in underlying equity indexes. Our 
ultimate payment obligations, if any, under our remaining equity index put option contracts will be determined as of the contract 
expiration dates, which begin in 2018. Except for the early settlements referred to previously, there have been no other cash 
settlements related to these contracts. 


Financial Condition 


Our balance sheet continues to reflect significant liquidity and a strong capital base. Our consolidated shareholders’ equity 
at December 31, 2010 was $157.3 billion, an increase of $26.2 billion from December 31, 2009. The increase in our 
shareholders’ equity included approximately $10.6 billion related to the issuance of Berkshire common stock in connection with 
the BNSF acquisition. 
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Consolidated cash and investments of insurance and other businesses approximated $147.7 billion at December 31, 2010 
including cash and cash equivalents of $34.8 billion. These assets are held predominantly in our insurance businesses. In 
February 2010, we acquired all of the outstanding shares of BNSF common stock that we did not already own for aggregate 
consideration of approximately $26.5 billion. The consideration paid included $15.9 billion in cash consisting of $8.0 billion in 
proceeds from newly issued parent company debt (which included $2.0 billion that matured in February 2011) and $7.9 billion 
of cash on hand, plus Berkshire Class A and B common stock with an aggregate value of approximately $10.6 billion. 


Our railroad, utilities and energy businesses conducted by MidAmerican and BNSF maintain very large investments in 
property, plant and equipment and will regularly make significant capital expenditures in the normal course of business. Capital 
expenditures of MidAmerican in 2010 were approximately $2.6 billion. For the period between February 13, 2010 and 
December 31, 2010, BNSF’s capital expenditures were approximately $2.3 billion, including additions to other assets. 
MidAmerican’s forecasted capital expenditures for 2011 are approximately $3.1 billion. BNSF’s forecasted capital expenditures 
and commitments for 2011 are approximately $3.5 billion. Future capital expenditures are expected to be funded from cash 
flows from operations and debt proceeds. Aggregate borrowings of the railroad, utilities and energy businesses were about 
$31.6 billion as of December 31, 2010, including $12.0 billion of borrowings of BNSF. BNSF, MidAmerican, and their 
operating subsidiaries have debt and capital lease maturities in 2011 of approximately $2.2 billion. Berkshire has committed 
until February 28, 2011 to provide up to $3.5 billion of additional capital to MidAmerican to permit the repayment of its debt 
obligations or to fund its regulated utility subsidiaries. In 2010, the commitment was amended to extend the term of the 
commitment to February 28, 2014 and to reduce the commitment to $2 billion beginning on March 1, 2011. Berkshire does not 
intend to guarantee the repayment of debt by BNSF, MidAmerican or any of their subsidiaries. 


Assets of the finance and financial products businesses, which consisted primarily of loans and finance receivables, fixed 
maturity securities, other investments and cash and cash equivalents, were approximately $25.7 billion as of December 31, 2010 
and $25.1 billion at December 31, 2009. Liabilities were approximately $24.0 billion as of December 31, 2010 and 2009. As of 
December 31, 2010, notes payable and other borrowings of $14.5 billion included approximately $11.5 billion par amount of 
notes issued by BHFC. In 2010, BHFC issued at various dates, notes with aggregate par amounts of $1.5 billion and repaid 
maturing notes with aggregate par amounts of $2.0 billion. In January 2011, BHFC issued an additional $1.5 billion of notes and 
repaid $1.5 billion of maturing notes. BHFC notes are unsecured and mature at various dates from 2011 to 2040. The proceeds 
from the BHFC notes are used to finance originated and acquired loans of Clayton Homes. The full and timely payment of 
principal and interest on the BHFC notes is guaranteed by Berkshire. Other debt of our finance and financial products 
businesses increased in 2010 by approximately $1.2 billion to $2.9 billion primarily due to the adoption of ASU 2009-16 and 
ASU 2009-17, which eliminated the concept of qualifying special purpose entities (“QSPE’s”) and the exemption of QSPE’s 
from previous consolidation guidance and which amended the standards related to consolidation of variable interest entities. See 
Note 1(t) and 14 to the Consolidated Financial Statements. 


During 2008 and continuing into the first part of 2009, access to credit markets became limited as a consequence of a 
worldwide credit crisis. However, management believes that the credit crisis has abated and as a result, interest rates for 
investment grade issuers relative to government obligations have declined. Nevertheless, restricted access to credit markets at 
affordable rates in the future could have a significant negative impact on our operations, particularly the railroad, utilities and 
energy and the finance and financial products operations. On July 21, 2010, President Obama signed into law financial 
regulatory reform legislation, known as the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Reform Act”). 
The Reform Act reshapes financial regulations in the United States by creating new regulators, regulating new markets and 
firms, and providing new enforcement powers to regulators. Virtually all major areas of the Reform Act will be subject to 
regulatory interpretation and implementation rules requiring rulemaking that may take several years to complete. 


We are party to several equity put option and credit default contracts as described in Note 11 to the Consolidated Financial 
Statements. With limited exception, these contracts contain no collateral posting requirements under any circumstances, 
including changes in either the fair value or intrinsic value of the contracts or a downgrade in Berkshire’s credit ratings. 
Substantially all of these contracts were entered into prior to December 31, 2008. At December 31, 2010, the net liabilities 
recorded for such contracts were approximately $8.0 billion and our collateral posting requirements were $31 million. With 
respect to such collateral requirements, we receive the income attributable to such collateral or, in certain instances, interest 
credit from the counterparty. Although the ultimate outcome of the regulatory rulemaking proceedings described in the 
preceding paragraph cannot be predicted with certainty, we do not believe that the provisions of the Reform Act that concern 
collateral requirements apply to derivatives contracts that were entered into prior to the enactment of the Reform Act, as ours 
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were. As such, although the Reform Act may affect some of our business activities, it is not expected to have a material impact 
on our consolidated financial results or financial condition. 


Contractual Obligations 


We are party to contracts associated with ongoing business and financing activities, which will result in cash payments 
to counterparties in future periods. Certain obligations reflected in our Consolidated Balance Sheets, such as notes payable, 
require future payments on contractually specified dates and in fixed and determinable amounts. Other obligations pertain to 
the acquisition of goods or services in the future, which are not currently reflected in the financial statements, such as 
minimum rentals under operating leases. Such obligations will be reflected in future periods as the goods are delivered or 
services provided. Amounts due as of the balance sheet date for purchases where the goods and services have been received 
and a liability incurred are not included to the extent that such amounts are due within one year of the balance sheet date. 


The timing and/or amount of the payments of other obligations are contingent upon the outcome of future events. 
Actual payments will likely vary, perhaps significantly, from estimates reflected in our Consolidated Balance Sheet. The 
timing and amount of payments arising under property and casualty insurance and derivative contract obligations which are 
reported in other in the table below are contingent upon the outcome of claim settlement activities that will occur over many 
years. Obligations arising under life, annuity and health insurance benefits are estimated based on assumptions as to future 
premium payments, allowances, mortality, morbidity, expenses and policy lapse rates. The amounts presented in the 
following table are based on the liability estimates reflected in our Consolidated Balance Sheet as of December 31, 2010. 
Although certain insurance losses and loss adjustment expenses and life, annuity and health benefits are ceded to and 
recoverable from others under reinsurance contracts, such recoverables are not reflected in the table below. 


A summary of contractual obligations as of December 31, 2010 follows. Amounts are in millions. 


Estimated payments due by period 


Total 2011 2012-2013 2014-2015 After 2015 
Notes payable and other borrowings () 2.2... 0.0... 00 cece eee $ 91,947 $10,689 $18,846 $10,191 $ 52,221 
COPETALM GE ICASES 6s, bears at 4g ned mee aap wranae. gwepducke Sd eRe Hele aed 9,121 1,156 1,953 1,556 4,456 
Purchase: obligations 2.0 ..s0¢ cada tatoeded Ged bee hes ome dea Sone 34,906 9,816 8,640 5,619 10,831 
Losses and loss adjustment expenses 2)... . 2.0... eee eee eee 62,344 13,540 14,097 7,917 26,790 
Life, annuity and health insurance benefits ® ..................... 12,849 1,266 (404) (404) 12,391 
OTST cos sev aans wettest, tease oo enn eadee woes ee erectus pend enniaoeoe eenede a etend meee 4 21,257 2,874 3,301 1,516 13,566 
TEOUAI! jo feiss cetcenteagey ih te cate des oath te Fs aafoeed ees dest nace aa Ste eden. Fe cutee aed $232,424 $39,341 $46,433 $26,395 $120,255 


(“ — Includes interest. 
(2) Before reserve discounts of $2,269 million. 


(3) Amounts represent estimated undiscounted benefit obligations net of estimated future premiums. 


Critical Accounting Policies 


Certain accounting policies require us to make estimates and judgments that affect the amounts reflected in the 
Consolidated Financial Statements. Such estimates are necessarily based on assumptions about numerous factors involving 
varying, and possibly significant, degrees of judgment and uncertainty. Accordingly, certain amounts currently recorded in the 
financial statements, with the benefit of hindsight, will likely be adjusted in the future based on additional information made 
available and changes in other facts and circumstances. 
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A summary of our consolidated liabilities for unpaid property and casualty losses is presented in the table below. Except 
for certain workers’ compensation reserves, liabilities for unpaid property and casualty losses (referred to in this section as 
“gross unpaid losses”) are reflected in the Consolidated Balance Sheets without discounting for time value, regardless of the 
length of the claim-tail. Amounts are in millions. 


Gross unpaid losses Net unpaid losses * 
Dec. 31, 2010 Dec. 31,2009 Dec. 31,2010 Dec. 31, 2009 
GEICO ca ds has bass Si ease SEG ES eg lda hows ead eaters od $ 9,376 $ 8,561 $ 8,928 $ 8,211 
General RE 4 wicca ovueste ay eqn d bebe te eared ana Me bene Bae eee 16,425 17,594 15,690 16,170 
BURG «ei ciw haat a deredehe sadeed evade beiGe vedo ebadne se 29,124 28,109 24,422 23,150 
Berkshire Hathaway Primary Group ............. 00.0 cece eee eee 5,150 5,152 4,802 4,774 
MIOUAM & sesterntiGas aa. a Manatee Seas siare ais ahete Ateuanten acpi a a alane wished aretelaueee Goh eeee $60,075 $59,416 $53,842 $52,305 


* Net of reinsurance recoverable and deferred charges on reinsurance assumed and before foreign currency translation effects. 


We record liabilities for unpaid losses and loss adjustment expenses under property and casualty insurance and reinsurance 
contracts based upon estimates of the ultimate amounts payable under the contracts with respect to losses occurring on or before 
the balance sheet date. The timing and amount of loss payments is subject to a great degree of variability and is contingent upon, 
among other things, the timing of claim reporting from insureds and cedants and the determination of the ultimate amount 
through the loss adjustment process. A variety of techniques are used in establishing the liabilities for unpaid losses. Regardless 
of the techniques used, significant judgments and assumptions are necessary in projecting the ultimate amounts payable in the 
future. As a result, uncertainties are imbedded in and permeate the actuarial loss reserving techniques and processes used. 


As of any balance sheet date, not all claims that have occurred have been reported and not all reported claims have been 
settled. Loss and loss adjustment expense reserves include provisions for reported claims (referred to as “case reserves”) and for 
claims that have not been reported (referred to as incurred but not yet reported (“IBNR”) reserves). The time period between the 
loss occurrence date and settlement payment date is referred to as the “claim-tail.” Property claims usually have fairly short 
claim-tails and, absent litigation, are reported and settled within a few years of occurrence. Casualty losses usually have very 
long claim-tails, occasionally extending for decades. Casualty claims are more susceptible to litigation and can be significantly 
affected by changing contract interpretations. The legal environment further contributes to extending claim-tails. 


Receivables are recorded with respect to losses ceded to other reinsurers and are estimated in a manner similar to liabilities 
for insurance losses. In addition to the factors cited above, reinsurance recoverables may ultimately prove to be uncollectible if 
the reinsurer is unable to perform under the contract. Reinsurance contracts do not relieve the ceding company of its obligations 
to indemnify its own policyholders. 


We utilize loss reserving techniques that are believed to best fit the particular business. Additional information regarding 
reserving processes of our significant insurance businesses (GEICO, General Re and BHRG) follows. 


GEICO 


GEICO’s gross unpaid losses and loss adjustment expense reserves as of December 31, 2010 were $9.4 billion. Gross 
reserves included $6.8 billion of reported average, case and case development reserves and $2.6 billion of IBNR reserves. 
GEICO predominantly writes private passenger auto insurance which has a relatively short claim-tail. The key assumptions 
affecting the setting of our reserves include projections of ultimate claim counts (“frequency”) and average loss per claim 
(“severity”), which includes loss adjustment expenses. 


Our reserving methodologies produce reserve estimates based upon the individual claims (or a “ground-up” approach), 
which yields an aggregate estimate of the ultimate losses and loss adjustment expenses. Ranges of loss estimates are not 
determined in the aggregate. 


Our actuaries establish and evaluate unpaid loss reserves using recognized standard actuarial loss development methods 
and techniques. The significant reserve components (and percentage of gross reserves as of December 31, 2010) are: (1) average 
reserves (15%), (2) case and case development reserves (60%) and (3) IBNR reserves (25%). Each component of loss reserves 
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is affected by the expected frequency and average severity of claims. Such amounts are analyzed using statistical techniques on 
historical claims data and adjusted when appropriate to reflect perceived changes in loss patterns. Data is analyzed by policy 
coverage, rated state, reporting date and occurrence date, among other factors. A brief discussion of each reserve component 
follows. 


We establish average reserve amounts for reported auto damage claims and new liability claims prior to the development of 
an individual case reserve. The average reserves are intended to represent a reasonable estimate for incurred claims for which 
our claims adjusters have insufficient time and information to make specific claim estimates and for a large number of minor 
physical damage claims that are paid within a relatively short time after being reported. Average reserve amounts are driven by 
the estimated average severity per claim and the number of new claims opened. 


Our claims adjusters generally establish individual liability claim case loss and loss adjustment expense reserve estimates 
as soon as the specific facts and merits of each claim can be evaluated. Case reserves represent the amounts that in the judgment 
of the adjusters are reasonably expected to be paid in the future to completely settle the claim, including expenses. Individual 
case reserves are revised as more information becomes known. 


For most liability coverages, case reserves alone are an insufficient measure of the ultimate cost due in part to the longer 
claim-tail, the greater chance of protracted litigation and the incompleteness of facts available at the time the case reserve is 
established. Therefore, we establish additional case development reserve estimates, which are usually percentages of the case 
reserve. As of December 31, 2010, case development reserves averaged approximately 25% of total established case reserves. In 
general, case development factors are selected by a retrospective analysis of the overall adequacy of historical case reserves. 
Case development factors are reviewed and revised periodically. 


For unreported claims, IBNR reserve estimates are calculated by first projecting the ultimate number of claims expected 
(reported and unreported) for each significant coverage by using historical quarterly and monthly claim counts to develop 
age-to-age projections of the ultimate counts by accident quarter. Reported claims are subtracted from the ultimate claim 
projections to produce an estimate of the number of unreported claims. The number of unreported claims is multiplied by an 
estimate of the average cost per unreported claim to produce the IBNR reserve amount. Actuarial techniques are difficult to 
apply reliably in certain situations, such as to new legal precedents, class action suits or recent catastrophes. Consequently, 
supplemental IBNR reserves for these types of events may be established through the collaborative effort of actuarial, claims 
and other management. 


For each significant coverage, we test the adequacy of the total loss reserves using one or more actuarial projections based 
on claim closure models, paid loss triangles and incurred loss triangles. Each type of projection analyzes loss occurrence data 
for claims occurring in a given period and projects the ultimate cost. 


Loss reserve estimates recorded at the end of 2009 developed downward by $507 million when reevaluated through 
December 31, 2010, producing a corresponding increase to pre-tax earnings in 2010. These downward reserve developments 
represented approximately 3.6% of earned premiums in 2010 and approximately 5.9% of the prior year-end reserve amount. 
Reserving assumptions at December 31, 2010 were modified appropriately to reflect the most recent frequency and severity 
results. Future reserve development will depend on whether actual frequency and severity are more or less than anticipated. 


Within the automobile line of business, reserves for liability coverages are more uncertain due to the longer claim-tails. 
Approximately 90% of GEICO’s reserves as of December 31, 2010 were for automobile liability, of which bodily injury (“BI’’) 
coverage accounted for approximately 55%. We believe it is reasonably possible that the average BI severity will change by at 
least one percentage point from the severity used. If actual BI severity changes one percentage point from what was used in 
establishing the reserves, our reserves would develop up or down by approximately $132 million resulting in a corresponding 
decrease or increase in pre-tax earnings. Many of the same economic forces that would likely cause BI severity to be different 
from expected would likely also cause severities for other injury coverages to differ in the same direction. 


Our exposure at GEICO to highly uncertain losses is believed to be limited to certain commercial excess umbrella policies 
written during a period from 1981 to 1984. Remaining reserves associated with such exposure are currently a relatively 
insignificant component of GEICO’s total reserves (approximately 2.1%) and there is minimal apparent asbestos or 
environmental liability exposure. Related claim activity over the past year was insignificant. 
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Property and casualty loss reserves of our General Re and BHRG underwriting units derive primarily from assumed 
reinsurance. Additional uncertainties are unique to loss reserving processes for reinsurance. The nature, extent, timing and 
perceived reliability of information received from ceding companies varies widely depending on the type of coverage, the 
contractual reporting terms (which are affected by market conditions and practices) and other factors. Due to the lack of 
standardization of contract terms and conditions, the wide variability of coverage needs of individual clients and the tendency 
for those needs to change rapidly in response to market conditions, the ongoing economic impact of such uncertainties, in and of 
themselves, cannot be reliably measured. 


The nature and extent of loss information provided under many facultative, per occurrence excess or retroactive contracts 
may not differ significantly from the information received under a primary insurance contract. This occurs when company 
personnel either work closely with the ceding company in settling individual claims or manage the claims themselves. However, 
loss information from aggregate excess-of-loss contracts, including catastrophe losses and quota-share treaties, is often less 
detailed. Occasionally, loss information is reported in a summary format rather than on an individual claim basis. Loss data is 
usually provided through periodic reports and may include the amount of ceded losses paid where reimbursement is sought as 
well as case loss reserve estimates. Ceding companies infrequently provide IBNR estimates to reinsurers. 


Each of our reinsurance businesses has established practices to identify and gather needed information from clients. These 
practices include, for example, comparison of expected premiums to reported premiums to help identify delinquent client 
reports and claim reviews to facilitate loss reporting and identify inaccurate or incomplete claim reporting. These practices are 
periodically evaluated and changed as conditions, risk factors and unanticipated areas of exposures are identified. 


The timing of claim reporting to reinsurers is delayed in comparison with primary insurance. In some instances there are 
multiple reinsurers assuming and ceding parts of an underlying risk causing multiple contractual intermediaries between us and 
the primary insured. In these instances, the delays in reporting can be compounded. The relative impact of reporting delays on 
the reinsurer varies depending on the type of coverage, contractual reporting terms and other factors. Contracts covering 
casualty losses on a per occurrence excess basis may experience longer delays in reporting due to the length of the claim-tail as 
regards to the underlying claim. In addition, ceding companies may not report claims to the reinsurer until they believe it is 
reasonably possible that the reinsurer will be affected, usually determined as a function of its estimate of the claim amount as a 
percentage of the reinsurance contract retention. However, the timing of reporting large per occurrence excess property losses or 
property catastrophe losses may not vary significantly from primary insurance. 


Under contracts where periodic premium and claims reports are required from ceding companies, such reports are 
generally required at quarterly intervals which in the U.S. range from 30 to 90 days after the end of the accounting period. 
Outside the U.S., reinsurance reporting practices vary. In certain countries clients report annually, often 90 to 180 days after the 
end of the annual period. The different client reporting practices generally do not result in a significant increase in risk or 
uncertainty as the actuarial reserving methodologies are adjusted to compensate for the delays. 


Premium and loss data is provided to us through at least one intermediary (the primary insurer), so there is a risk that the 
loss data provided is incomplete, inaccurate or the claim is outside the coverage terms. Information provided by ceding 
companies is reviewed for completeness and compliance with the contract terms. Reinsurance contracts generally allow us to 
have access to the cedant’s books and records with respect to the subject business and provide us the ability to conduct audits to 
determine the accuracy and completeness of information. Audits are conducted as we deem them appropriate. 


In the normal course of business, disputes with clients occasionally arise concerning whether certain claims are covered 
under our reinsurance policies. We resolve most coverage disputes through the involvement of our claims department personnel 
and the appropriate client personnel or by independent outside counsel. If disputes cannot be resolved, our contracts generally 
specify whether arbitration, litigation, or alternative dispute resolution will be invoked. There are no coverage disputes at this 
time for which an adverse resolution would likely have a material impact on our consolidated results of operations or financial 
condition. 


In summary, the scope, number and potential variability of assumptions required in estimating ultimate losses from 
reinsurance contracts are more uncertain than primary property and casualty insurance due to the factors previously discussed. 
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General Re’s gross and net unpaid losses and loss adjustment expenses and gross reserves by major line of business as of 
December 31, 2010 are summarized below. Amounts are in millions. 


Type Line of business 

Reported case reserves ........ 0.00.00. 0 0s eee ee $ 8,516 Workers’ compensation) ................005 $ 3,049 

IBNR reserves ....... 0.0.0 eee eee 7,909 Professional liability ...................... 946 

GSTOSS TESEIVES. g0ns5-nd ecsbig oad be ee erected 16,425 Mass tort-asbestos/environmental .............. 1,677 

Ceded reserves and deferred charges ............. (735) Auto liability .............. 00.0... ee eee 3,059 

Net TESEFVES : sso ig Be oo Pd Nie ue deste $15,690 Other casualty @ 2.0.0... eee 2,482 
Other general liability ....................0.. 2,651 
Property 252 8 ote Heh Pik bac stia techkd eee’ 2,561 
AL tall. castes sot. Vec-e ance Soh aisles dee eal ecg Gr et eA $16,425 


() Net of discounts of $2,269 million. 
(2) Includes directors and officers and errors and omissions coverage. 


(3) Includes medical malpractice and umbrella coverage. 


The discussion that follows describes our process of establishing loss reserve estimates at General Re. Our loss reserve 
estimation process is based upon a ground-up approach, beginning with case estimates and supplemented by additional case 
reserves (“ACRs’”) and IBNR reserves. Critical judgments in establishing loss reserves involve the establishment of ACRs by 
claim examiners, the expectation of ultimate loss ratios which drive IBNR reserve amounts and comparison of case reserve 
reporting trends to the expected loss reporting patterns. Recorded reserve amounts are subject to “tail risk” where reported 
losses develop beyond the maximum expected loss emergence pattern time period. 


We do not routinely determine loss reserve ranges because we believe that the techniques necessary to make such 
determinations have not sufficiently developed and that the myriad of assumptions required render such resulting ranges to be 
unreliable. In addition, counts of claims or average amounts per claim are not utilized because clients do not consistently 
provide reliable data in sufficient detail. 


Upon notification of a reinsurance claim from a ceding company, our claim examiners make independent evaluations of 
loss amounts. In some cases, examiners’ estimates differ from amounts reported by ceding companies. If the examiners’ 
estimates are significantly greater than the ceding company’s estimates, the claims are further investigated. If deemed 
appropriate, ACRs are established above the amount reported by the ceding company. As of December 31, 2010, ACRs 
aggregated approximately $2.7 billion before discounts and were concentrated in workers’ compensation reserves, and to a 
lesser extent in professional liability reserves. Our examiners also periodically conduct detailed claim reviews of individual 
clients and case reserves are often increased as a result. In 2010, we conducted 314 claim reviews. 


Our actuaries classify all loss and premium data into segments (“reserve cells”) primarily based on product (e.g., treaty, 
facultative and program) and line of business (e.g., auto liability, property, etc.). For each reserve cell, premiums and losses are 
aggregated by accident year, policy year or underwriting year (depending on client reporting practices) and analyzed over time. 
We internally refer to these loss aggregations as loss triangles, which serve as the primary basis for our IBNR reserve 
calculations. We review over 300 reserve cells for our North American business and approximately 900 reserve cells with 
respect to our international business. 


We use loss triangles to determine the expected case loss emergence patterns for most coverages and, in conjunction with 
expected loss ratios by accident year, loss triangles are further used to determine IBNR reserves. While additional calculations 
form the basis for estimating the expected loss emergence pattern, the determination of the expected loss emergence pattern is 
not strictly a mechanical process. In instances where the historical loss data is insufficient, we use estimation formulas along 
with reliance on other loss triangles and judgment. Factors affecting our loss development triangles include but are not limited 
to the following: changes in client claims practices, changes in claim examiners’ use of ACRs or the frequency of client 
company claim reviews, changes in policy terms and coverage (such as client loss retention levels and occurrence and aggregate 
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policy limits), changes in loss trends and changes in legal trends that result in unanticipated losses, as well as other sources of 
statistical variability. Collectively, these factors influence the selection of the expected loss emergence patterns. 


We select expected loss ratios by reserve cell, by accident year, based upon reviewing forecasted losses and indicated 
ultimate loss ratios that are predicted from aggregated pricing statistics. Indicated ultimate loss ratios are calculated using the 
selected loss emergence pattern, reported losses and earned premium. If the selected emergence pattern is not accurate, then the 
indicated ultimate loss ratios may not be accurate, which can affect the selected loss ratios and hence the IBNR reserve. As with 
selected loss emergence patterns, selecting expected loss ratios is not a strictly mechanical process and judgment is used in the 
analysis of indicated ultimate loss ratios and department pricing loss ratios. 


We estimate IBNR reserves by reserve cell, by accident year, using the expected loss emergence patterns and the expected 
loss ratios. The expected loss emergence patterns and expected loss ratios are the critical IBNR reserving assumptions and are 
updated annually. Once the annual IBNR reserves are determined, our actuaries calculate expected case loss emergence for the 
upcoming calendar year. These calculations do not involve new assumptions and use the prior year-end expected loss 
emergence patterns and expected loss ratios. The expected losses are then allocated into interim estimates that are compared to 
actual reported losses in the subsequent year. This comparison provides a test of the adequacy of prior year-end IBNR reserves 
and forms the basis for possibly changing IBNR reserve assumptions during the course of the year. 


In 2010, for prior years’ workers’ compensation losses, our reported claims were less than expected claims by 
$148 million. However, further analysis of the workers’ compensation reserve cells by segment indicated the need for 
additional IBNR. These developments precipitated $123 million of a net increase in nominal IBNR reserve estimates for 
unreported occurrences. After deducting $123 million for the change in net reserve discounts during the year, the net increase 
in workers’ compensation losses from prior years’ occurrences reduced pre-tax earnings in 2010 by $98 million. To illustrate 
the sensitivity of changes in expected loss emergence patterns and expected loss ratios for our significant excess-of-loss 
workers’ compensation reserve cells, an increase of ten points in the tail of the expected emergence pattern and an increase 
of ten percent in the expected loss ratios would produce a net increase in our nominal IBNR reserves of approximately 
$723 million and $377 million on a discounted basis as of December 31, 2010. The increase in discounted reserves would 
produce a corresponding decrease in pre-tax earnings. We believe it is reasonably possible for the tail of the expected loss 
emergence patterns and expected loss ratios to increase at these rates. 


Our other casualty and general liability reported losses (excluding mass tort losses) developed downwards in 2010 relative 
to expectations. Casualty losses tend to be long-tail and it should not be assumed that favorable loss experience in a given year 
means that loss reserve amounts currently established will continue to develop favorably. For our significant other casualty and 
general liability reserve cells (including medical malpractice, umbrella, auto and general liability), an increase of five points in 
the tails of the expected emergence patterns and an increase of five percent in expected loss ratios (one percent for large 
international proportional reserve cells) would produce a net increase in our nominal IBNR reserves and a corresponding 
reduction in pre-tax earnings of approximately $902 million. We believe it is reasonably possible for the tail of the expected loss 
emergence patterns and expected loss ratios to increase at these rates in any of the individual aforementioned reserve cells. 
However, given the diversification in worldwide business, more likely outcomes are believed to be less than $902 million. 


Our property losses were lower than expected in 2010 but the nature of property loss experience tends to be more volatile 
because of the effect of catastrophes and large individual property losses. In response to favorable claim developments and 
another year of information, estimated remaining World Trade Center losses were reduced by $17 million. 


In certain reserve cells within excess directors and officers and errors and omissions (“D&O and E&O”) coverages, 
IBNR reserves are based on estimated ultimate losses without consideration of expected emergence patterns. These cells 
often involve a spike in loss activity arising from recent industry developments making it difficult to select an expected loss 
emergence pattern. For our large D&O and E&O reserve cells an increase of ten points in the tail of the expected emergence 
pattern (for those cells where emergence patterns are considered) and an increase of ten percent in the expected loss ratios 
would produce a net increase in nominal IBNR reserves and a corresponding reduction in pre-tax earnings of approximately 
$190 million. We believe it is reasonably possible for the tail of the expected loss emergence patterns and expected loss 
ratios to increase at these rates. 
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Overall industry-wide loss experience data and informed judgment are used when internal loss data is of limited reliability, 
such as in setting the estimates for mass tort, asbestos and hazardous waste (collectively, “mass tort’) claims. Unpaid mass tort 
reserves at December 31, 2010 and 2009 were approximately $1.7 billion gross and $1.3 billion net of reinsurance. Mass tort net 
claims paid were about $89 million in 2010. In 2010, ultimate loss estimates for asbestos and environmental claims were 
increased by $70 million. In addition to the previously described methodologies, we consider “survival ratios” based on net 
claim payments in recent years versus net unpaid losses as a rough guide to reserve adequacy. The survival ratio based on claim 
payments made over the last three years was approximately 14 years as of December 31, 2010. The reinsurance industry’s 
comparable survival ratio for asbestos and pollution reserves was approximately 10 years. Estimating mass tort losses is very 
difficult due to the changing legal environment. Although such reserves are believed to be adequate, significant reserve 
increases may be required in the future if new exposures or claimants are identified, new claims are reported or new theories of 
liability emerge. 


BHRG 


BHRG’s unpaid losses and loss adjustment expenses as of December 31, 2010 are summarized as follows. Amounts are 
in millions. 


Property Casualty Total 


Reported Case Teserves® .4c.evsd ie dae deese bd Heb edd yadda dd we deretedades $1,456 $ 2,791 $ 4,247 
MIB INR Te SOV CS “aie Sage, cosas tice sae css eteoh wets, Sonatas hy ted eclet ih ah bint bh tea sah arabte vn ietcactph gptectececlen ls dae suaee ene tespe tes 2,253 3,904 6,157 
REOaClIVe? seek sas bt deo dacs Geo ho OER toa loa hid etna ek dee ae ok ees — 18,720 18,720 
(TOSS 'TESEL VES © 6 socks: chaad sees det cee 2. cage sede ate see ables senane lev sarie. Geo edd dts reed herm nied we Dede tesco Geeene aes $3,709 $25,415 29,124 
Deferred charges and ceded reserves ....... 0... cece ccc tenet een eee nene (4,702) 
INGE TESEIVES weit 6 bd den dats dated des aeave anaes Wd ak wed dad aged ech ane ee Wie. be Atha dates $24,422 


In general, the methodologies we use to establish loss reserves vary widely and encompass many of the common 
methodologies employed in the actuarial field today. Certain traditional methodologies such as paid and incurred loss 
development techniques, incurred and paid loss Bornhuetter-Ferguson techniques and frequency and severity techniques are 
utilized as well as ground-up techniques where appropriate. Additional judgments must also be employed to consider changes in 
contract conditions and terms as well as the incidence of litigation or legal and regulatory change. 


As of December 31, 2010, our gross loss reserves related to retroactive reinsurance policies were predominately for 
casualty or liability losses. Our retroactive policies include excess-of-loss contracts, in which losses (relating to loss events 
occurring before a specified date on or before the contract date) above a contractual retention are indemnified or contracts that 
indemnify all losses paid by the counterparty after the policy effective date. We paid retroactive reinsurance losses and loss 
adjustment expenses of approximately $1.8 billion in 2010. The classification “reported case reserves” has no practical 
analytical value with respect to retroactive policies since the amount is often derived from reports in bulk from ceding 
companies, who may have inconsistent definitions of “case reserves.” We review and establish loss reserve estimates, including 
estimates of IBNR reserves, in the aggregate by contract. 


In establishing retroactive reinsurance reserves, we often analyze historical aggregate loss payment patterns and project 
losses into the future under various scenarios. The claim-tail is expected to be very long for many policies and may last several 
decades. We assign judgmental probability factors to these aggregate loss payment scenarios and an expectancy outcome is 
determined. We monitor claim payment activity and review ceding company reports and other information concerning the 
underlying losses. Since the claim-tail is expected to be very long for such contracts, we reassess expected ultimate losses as 
significant events related to the underlying losses are reported or revealed during the monitoring and review process. During 
2010, retroactive reserves developed downward by $191 million. 


BHRG’s liabilities for environmental, asbestos and latent injury losses and loss adjustment expenses were approximately 
$10.7 billion at December 31, 2010 and $9.1 billion at December 31, 2009 and were concentrated within retroactive reinsurance 
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contracts. We paid losses in 2010 attributable to these exposures of approximately $800 million. BHRG, as a reinsurer, does not 
regularly receive reliable information regarding asbestos, environmental and latent injury claims from all ceding companies on a 
consistent basis, particularly with respect to multi-line treaty or aggregate excess-of-loss policies. Periodically, we conduct a 
ground-up analysis of the underlying loss data of the reinsured to make an estimate of ultimate reinsured losses. When detailed 
loss information is unavailable, our estimates can only be developed by applying recent industry trends and projections to 
aggregate client data. Judgments in these areas necessarily include the stability of the legal and regulatory environment under 
which these claims will be adjudicated. Potential legal reform and legislation could also have a significant impact on 
establishing loss reserves for mass tort claims in the future. 


The maximum losses payable under our retroactive policies is not expected to exceed approximately $32 billion as of 
December 31, 2010. Absent significant judicial or legislative changes affecting asbestos, environmental or latent injury 
exposures, we currently believe it unlikely that gross unpaid losses as of December 31, 2010 ($18.7 billion) will develop upward 
to the maximum loss payable or downward by more than 15%. 


A significant number of our reinsurance contracts are expected to have a low frequency of claim occurrence combined with 
a potential for high severity of claims. These include property losses from catastrophes, terrorism and aviation risks under 
catastrophe and individual risk contracts. Loss reserves related to catastrophe and individual risk contracts were approximately 
$1.3 billion at December 31, 2010, an increase of about $200 million from December 31, 2009. Loss reserves for prior years’ 
events declined by approximately $190 million in 2010, which produced a corresponding increase to pre-tax earnings. 
Reserving techniques for catastrophe and individual risk contracts generally rely more on a per-policy assessment of the 
ultimate cost associated with the individual loss event rather than with an analysis of the historical development patterns of past 
losses. Catastrophe loss reserves are provided when it is probable that an insured loss has occurred and the amount can be 
reasonably estimated. Absent litigation affecting the interpretation of coverage terms, the expected claim-tail is relatively short 
and thus the estimation error in the initial reserve estimates usually emerges within 24 months after the loss event. 


Other reinsurance reserve amounts are generally based upon loss estimates reported by ceding companies and IBNR 
reserves that are primarily a function of reported losses from ceding companies and anticipated loss ratios established on an 
individual contract basis, supplemented by management’s judgment of the impact on each contract of major catastrophe events 
as they become known. Anticipated loss ratios are based upon management’s judgment considering the type of business 
covered, analysis of each ceding company’s loss history and evaluation of that portion of the underlying contracts underwritten 
by each ceding company, which are in turn ceded to BHRG. A range of reserve amounts as a result of changes in underlying 
assumptions is not prepared. 


Derivative contract liabilities 


Our Consolidated Balance Sheets include significant amounts of derivative contract liabilities that are measured at fair 
value. Our significant derivative contract exposures are concentrated in credit default and equity index put option contracts. 
These contracts were primarily entered into in over-the-counter markets and certain elements in the terms and conditions of such 
contracts are not standardized and are highly illiquid. In particular, we are not required to post collateral under most of our 
contracts. Furthermore, there is no source of independent data available to us showing trading volume and actual prices of 
completed transactions. As a result, the values of these liabilities are primarily based on valuation models, discounted cash flow 
models or other valuation techniques that are believed to be used by market participants. Such models or other valuation 
techniques may use inputs that are observable in the marketplace, while others are unobservable. Unobservable inputs require us 
to make certain projections and assumptions about the information that would be used by market participants in establishing 
prices. Considerable judgment may be required in making assumptions, including the selection of interest rates, default and 
recovery rates and volatility. Changes in assumptions may have a significant effect on values. For these reasons, we classify our 
credit default and equity index put option contracts using Level 3 measurements under GAAP. 


The fair values of our high yield credit default contracts are primarily based on indications of bid/ask pricing data. The bid/ 
ask data represents non-binding indications of prices for which similar contracts would be exchanged. Pricing data for the high 
yield index contracts is obtained from one to three sources depending on the particular index. For the single name and municipal 


91 


Management’s Discussion (Continued) 
Derivative contract liabilities (Continued) 


issuer credit default contracts, our fair values are generally based on credit default spread information obtained from a widely 
used reporting source. We monitor and review pricing data for consistency as well as reasonableness with respect to current 
market conditions. We generally base estimated fair values on the ask prices (the average of such prices if more than one 
indication is obtained). We make no significant adjustments to the pricing data referred to above. Further, we make no 
significant adjustments to fair values for non-performance risk. We concluded that the values produced from this data (without 
adjustment) reasonably represented the values for which we could have transferred these liabilities. However, our contract terms 
(particularly the lack of collateral posting requirements) likely preclude any transfer of the contracts to third parties. 
Accordingly, prices in a current actual settlement or transfer could differ significantly from the fair values used in the financial 
statements. We do not operate as a derivatives dealer and currently we do not utilize offsetting strategies to hedge these 
contracts. We intend to allow our credit default contracts to run off to their respective expiration dates. 


We determine the estimated fair value of equity index put option contracts based on the widely used Black-Scholes 
option valuation model. Inputs to the model include the current index value, strike price, discount rate, dividend rate and 
contract expiration date. The weighted average discount and dividend rates used as of December 31, 2010 were 3.7% and 
2.9%, respectively, and were approximately 4.0% and 2.7%, respectively, as of December 31, 2009. The discount rates 
as of December 31, 2010 and 2009 were approximately 82 basis points and 55 basis points (on a weighted average basis), 
respectively, over benchmark interest rates and represented an estimate of the spread between our borrowing rates and 
the benchmark rates for comparable durations. The spread adjustments were based on spreads for our obligations and 
obligations for comparably rated issuers. We believe the most significant economic risks relate to changes in the index value 
component and to a lesser degree to the foreign currency component. For additional information, see our Market Risk 
Disclosures. 


The Black-Scholes model also incorporates volatility estimates that measure potential price changes over time. The 
weighted average volatility used as of December 31, 2010 was approximately 21.5%, which was relatively unchanged from year 
end 2009. The weighted average volatilities are based on the volatility input for each equity index put option contract weighted 
by the notional value of each equity index put option contract as compared to the aggregate notional value of all equity index 
put option contracts. The volatility input for each equity index put option contract is based upon the implied volatility at the 
inception of each equity index put option contract. The impact on fair value as of December 31, 2010 ($6.7 billion) from 
changes in volatility is summarized below. The values of contracts in an actual exchange are affected by market conditions and 
perceptions of the buyers and sellers. Actual values in an exchange may differ significantly from the values produced by any 
mathematical model. Dollars are in millions. 


Hypothetical change in volatility (percentage points) Hypothetical fair value 
Incréase:2. percentage points, .s.2<620cidies iar ean idee ned oie cbt kee Shae baa ieee be deans $7,221 
Increase 4 percentage pOwis ses. isdevesd sak dha eales H4R RMSE ES NLU debe ek Sede aa tea eh eS 7,732 
Decrease:2. percentage poms 43.565 ede k de Ob Bde ang pleas Send eo w Fgieiond o eeasi ete de 4 de 6,208 
Decrease:4 percentage Poms) goers sien pr eet ea ches owe ee PME EAE RARE Re OS Bans See RNS 5,711 


Other Critical Accounting Policies 


We record deferred charges with respect to liabilities assumed under retroactive reinsurance contracts. At the inception 
of these contracts, the deferred charges represent the difference between the consideration received and the estimated 
ultimate liability for unpaid losses. Deferred charges are amortized using the interest method over an estimate of the ultimate 
claim payment period with the periodic amortization reflected in earnings as a component of losses and loss adjustment 
expenses. Deferred charge balances are adjusted periodically to reflect new projections of the amount and timing of loss 
payments. Adjustments to these assumptions are applied retrospectively from the inception of the contract. Unamortized 
deferred charges were approximately $3.8 billion at December 31, 2010. Significant changes in the estimated amount and 
payment timing of unpaid losses may have a significant effect on unamortized deferred charges and the amount of periodic 
amortization. 


Our Consolidated Balance Sheet as of December 31, 2010 includes goodwill of acquired businesses of $49.0 billion, 
which includes $14.8 billion arising from our acquisition of BNSF in February 2010. We evaluate goodwill for impairment 
at least annually and conducted our most recent annual review in the fourth quarter of 2010. Such tests include determining 
the estimated fair values of our reporting units. There are several methods of estimating a reporting unit’s fair value, 
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including market quotations, underlying asset and liability fair value determinations and other valuation techniques, such as 
discounted projected future net earnings or net cash flows and multiples of earnings. We primarily use discounted projected 
future earnings or cash flow methods. The key assumptions and inputs used in such methods may involve forecasting 
revenues and expenses, operating cash flows and capital expenditures as well as an appropriate discount rate. A significant 
amount of judgment is required in estimating the fair value of a reporting unit and performing goodwill impairment tests. 
Due to the inherent uncertainty in forecasting cash flows and earnings, actual future results may vary significantly from the 
forecasts. If the carrying amount of a reporting unit, including goodwill, exceeds the estimated fair value, then individual 
assets (including identifiable intangible assets) and liabilities of the reporting unit are estimated at fair value. The excess of 
the estimated fair value of the reporting unit over the estimated fair value of net assets would establish the implied value of 
goodwill. The excess of the recorded amount of goodwill over the implied value is then charged to earnings as an 
impairment loss. 


Market Risk Disclosures 


Our Consolidated Balance Sheets include a substantial amount of assets and liabilities whose fair values are subject to 
market risks. Our significant market risks are primarily associated with interest rates, equity prices, foreign currency 
exchange rates and commodity prices. The fair values of our investment portfolios and equity index put option contracts 
remain subject to considerable volatility. The following sections address the significant market risks associated with our 
business activities. 


Interest Rate Risk 


We regularly invest in bonds, loans or other interest rate sensitive instruments. Our strategy is to acquire securities that 
are attractively priced in relation to the perceived credit risk. Management recognizes and accepts that losses may occur with 
respect to assets. We strive to maintain high credit ratings so that the cost of debt is minimized. We utilize derivative 
products, such as interest rate swaps, to manage interest rate risks on a limited basis. 


The fair values of our fixed maturity investments and notes payable and other borrowings will fluctuate in response to 
changes in market interest rates. Increases and decreases in prevailing interest rates generally translate into decreases and 
increases in fair values of those instruments. Additionally, fair values of interest rate sensitive instruments may be affected 
by the creditworthiness of the issuer, prepayment options, relative values of alternative investments, the liquidity of the 
instrument and other general market conditions. The fair values of fixed interest rate investments may be more sensitive to 
interest rate changes than variable rate investments. 
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The following table summarizes the estimated effects of hypothetical changes in interest rates on our assets and liabilities 
that are subject to interest rate risk. It is assumed that the changes occur immediately and uniformly to each category of 
instrument containing interest rate risk, and that no other significant factors change that determine the value of the instrument. 
The hypothetical changes in interest rates do not reflect what could be deemed best or worst case scenarios. Variations in 
interest rates could produce significant changes in the timing of repayments due to prepayment options available. For these 
reasons, actual results might differ from those reflected in the table. Dollars are in millions. 


Estimated Fair Value after 
Hypothetical Change in Interest Rates 


(bp=basis points) 
100 bp 100 bp 200 bp 300 bp 
Fair Value decrease increase increase increase 


December 31, 2010 


Investments in fixed maturity securities ................0..0000 $34,883 $35,710 $34,028 $33,169 $32,405 
Other investments)  og..ib vad ed dee Loa dw beaedbawa deed 18,905 19,284 18,535 18,183 17,742 
Loans and finance receivables ........... 0.000 c cece eee eee 14,453 14,937 13,998 13,572 13,172 
Notes payable and other borrowings: 
Insurance: anid: Other yisi2 oe iea ee o sv redone he ale etc eve sn des Cadre 12,705 12,995 12,436 12,191 11,964 
Railroad, utilities and energy ...... 0.0.0... ce eee eee eee 33,932 36,924 31,377 29,192 27,303 
Finance and financial products .......... 0.00. e eee eee eee 15,191 15,662 14,760 =14,363 13,994 
December 31, 2009 
Investments in fixed maturity securities ................0..00005 $37,131 $38,155 $36,000 $34,950 $34,013 
Other investments ) 2... ee eee eee 22,197 23,056 21,391 20,620 19,892 
Loans and finance receivables ........... 00000 c cece eee eee 12,415 12,896 11,965 11,545 11,151 
Notes payable and other borrowings: 
Insurance and Other ss .csicc seed Sateen od @ ae ed baa ees 4,669 4,824 4,532 4,409 4,299 
Railroad, utilities and energy ........ 0.0... cece eee eee 20,868 22,841 19,217 17,792 16,564 
Finance and financial products ..... 2.0... 0.0. e eee eee eee 14,426 14,819 14,049 13,692 13,351 


(“ — Includes other investments that are subject to a significant level of interest rate risk. 


Equity Price Risk 


Historically, we have maintained large amounts of invested assets in exchange traded equity securities. Strategically, we 
strive to invest in businesses that possess excellent economics, with able and honest management and at sensible prices and 
prefer to invest a meaningful amount in each investee. Consequently, equity investments may be concentrated in relatively few 
investees. At December 31, 2010, approximately 58% of the total fair value of equity investments was concentrated in four 
investees. 


We prefer to hold equity investments for very long periods of time so we are not troubled by short-term price volatility 
with respect to our investments provided that the underlying business, economic and management characteristics of the 
investees remain favorable. We strive to maintain above average levels of shareholder capital to provide a margin of safety 
against short-term equity price volatility. 


Market prices for equity securities are subject to fluctuation and consequently the amount realized in the subsequent sale of 
an investment may significantly differ from the reported market value. Fluctuation in the market price of a security may result 
from perceived changes in the underlying economic characteristics of the investee, the relative price of alternative investments 
and general market conditions. 


We are also subject to equity price risk with respect to our equity index put option contracts. While our ultimate potential 
loss with respect to these contracts is determined from the movement of the underlying stock index between the contract 
inception date and expiration date, the change in fair value resulting from current changes in the index values are also affected 
by changes in other factors such as interest rates, expected dividend rates and the remaining duration of the contract. These 
contracts expire between 2018 and 2026 and may not be unilaterally settled before their respective expiration dates. 
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The following table summarizes our equity investments and derivative contract liabilities with equity price risk as of 
December 31, 2010 and 2009. The effects of a hypothetical 30% increase and a 30% decrease in market prices as of those dates 
is also shown. The selected 30% hypothetical change does not reflect what could be considered the best or worst case scenarios. 
Indeed, results could be far worse due both to the nature of equity markets and the aforementioned concentrations existing in 
our equity investment portfolio. Dollar amounts are in millions. 


Estimated Hypothetical 
Fair Value after Percentage 
Hypothetical Hypothetical Increase (Decrease) in 


Fair Value Price Change Change in Prices Shareholders’ Equity 
December 31, 2010 


Equity S€CUMtles) ..2/0)5 4 siabucdbrane cai eeere s deae egies $61,513 30% increase $ 79,967 7.6 
30% decrease 43,059 (7.6) 

Other investments ) 2.0.0.0... ee 8,668 30% increase 11,260 1.1 
30% decrease 5,956 (1.1) 

Equity index put option contracts .................-. (6,712) 30% increase (4,687) 0.8 
30% decrease (9,859) (1.3) 

December 31, 2009 

Equity Securities: c20).c.00 000-2520 eeeane sede tau $59,034 30% increase $ 76,744 8.7 
30% decrease 41,324 (8.7) 

Other investments 2.0... 0... cee eee 8,011 30% increase 10,696 1.3 
30% decrease 5,743 (1.1) 

Equity index put option contracts ................05. (7,309) 30% increase (5,291) 1.0 
30% decrease (10,428) (1.5) 


( — Includes other investments that possess significant equity price risk. Excludes investments accounted for under the equity 
method. 


Foreign Currency Risk 


We generally do not use derivative contracts to hedge foreign currency price changes primarily because of the natural 
hedging that occurs between assets and liabilities denominated in foreign currencies in the Consolidated Financial Statements. 
Financial statements of subsidiaries that do not use the U.S. Dollar as their functional currency are translated into U.S. Dollars 
using period-end exchange rates for assets and liabilities and weighted-average exchange rates for revenues and expenses. 
Adjustments resulting from translating the financial statements of these subsidiaries are reported in accumulated other 
comprehensive income. Foreign currency transaction gains or losses are included in earnings primarily as a result of the 
translation of foreign currency denominated assets and liabilities held by our U.S. subsidiaries. In addition, we hold investments 
in major multinational companies that have significant foreign business and foreign currency risk of their own, such as The 
Coca-Cola Company. 


Our net assets subject to translation are primarily in our insurance and utilities and energy businesses, and to a lesser extent 
in our manufacturing and services businesses. The translation impact is somewhat offset by transaction gains or losses on net 
reinsurance liabilities of certain U.S. subsidiaries that are denominated in foreign currencies as well as the equity index put 
option liabilities of U.S. subsidiaries relating to contracts that would be settled in foreign currencies. 


Commodity Price Risk 


Through our ownership of MidAmerican, we are subject to commodity price risk. Exposures include variations in the price 
of fuel to generate electricity, wholesale electricity that is purchased and sold and natural gas supply for customers. Commodity 
prices are subject to wide price swings as supply and demand are impacted by, among many other unpredictable items, weather, 
market liquidity, generating facility availability, customer usage, storage and transmission and transportation constraints. To 
mitigate a portion of the risk, MidAmerican uses derivative instruments, including forwards, futures, options, swaps and other 
agreements, to effectively secure future supply or sell future production generally at fixed prices. The settled cost of these 
contracts is generally recovered from customers in regulated rates. Accordingly, net unrealized gains and losses associated with 
interim price movements on such contracts are recorded as regulatory assets or liabilities. Financial results would be negatively 
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impacted if the costs of wholesale electricity, fuel or natural gas are higher than what is permitted to be recovered in rates. 
MidAmerican also uses futures, options and swap agreements to economically hedge gas and electric commodity prices for 
physical delivery to non-regulated customers. MidAmerican does not engage in a material amount of proprietary trading 
activities. 


The table that follows summarizes our commodity price risk on energy derivative contracts of MidAmerican as of 
December 31, 2010 and 2009 and shows the effects of a hypothetical 10% increase and a 10% decrease in forward market prices 
by the expected volumes for these contracts as of each date. The selected hypothetical change does not reflect what could be 
considered the best or worst case scenarios. Dollars are in millions. 


Fair Value Estimated Fair Value after 
Net Assets Hypothetical Change in 
(Liabilities) _ Hypothetical Price Change Price 
December31 2010) o.c¢.dta dx dase iogwciebione bce e awed eta $(613) 10% increase $(546) 
10% decrease (680) 
December:3 12009) se vs. o diecacteet Gees ate e Bae eaeees $(438) 10% increase $(398) 
10% decrease (478) 


FORWARD-LOOKING STATEMENTS 


Investors are cautioned that certain statements contained in this document, as well as some statements in periodic press 
releases and some oral statements of Berkshire officials during presentations about Berkshire, are “forward-looking” statements 
within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Act’). Forward-looking statements include 
statements that are predictive in nature, that depend upon or refer to future events or conditions, that include words such as 
“expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates,” or similar expressions. In addition, any statements 
concerning future financial performance (including future revenues, earnings or growth rates), ongoing business strategies or 
prospects, and possible future Berkshire actions, which may be provided by management, are also forward-looking statements 
as defined by the Act. Forward-looking statements are based on current expectations and projections about future events and are 
subject to risks, uncertainties, and assumptions about us, economic and market factors and the industries in which we do 
business, among other things. These statements are not guaranties of future performance and we have no specific intention to 
update these statements. 


2 66 29 66 


Actual events and results may differ materially from those expressed or forecasted in forward-looking statements due to a 
number of factors. The principal important risk factors that could cause our actual performance and future events and actions to 
differ materially from such forward-looking statements, include, but are not limited to, changes in market prices of our 
investments in fixed maturity and equity securities, losses realized from derivative contracts, the occurrence of one or more 
catastrophic events, such as an earthquake, hurricane or an act of terrorism that causes losses insured by our insurance 
subsidiaries, changes in insurance laws or regulations, changes in federal income tax laws, and changes in general economic and 
market factors that affect the prices of securities or the industries in which we do business. 
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In June 1996, Berkshire’s Chairman, Warren E. Buffett, issued a booklet entitled ““An Owner’s Manual*” to Berkshire’s 


Class A and Class B shareholders. The purpose of the manual was to explain Berkshire’s broad economic principles of 
operation. An updated version is reproduced on this and the following pages. 


OWNER-RELATED BUSINESS PRINCIPLES 


At the time of the Blue Chip merger in 1983, I set down 13 owner-related business principles that I thought would help 


new shareholders understand our managerial approach. As is appropriate for “principles,” all 13 remain alive and well today, 
and they are stated here in italics. 


1. 


Although our form is corporate, our attitude is partnership. Charlie Munger and I think of our shareholders as owner- 
partners, and of ourselves as managing partners. (Because of the size of our shareholdings we are also, for better or 
worse, controlling partners.) We do not view the company itself as the ultimate owner of our business assets but instead 
view the company as a conduit through which our shareholders own the assets. 


Charlie and I hope that you do not think of yourself as merely owning a piece of paper whose price wiggles around daily 
and that is a candidate for sale when some economic or political event makes you nervous. We hope you instead visualize 
yourself as a part owner of a business that you expect to stay with indefinitely, much as you might if you owned a farm or 
apartment house in partnership with members of your family. For our part, we do not view Berkshire shareholders as 
faceless members of an ever-shifting crowd, but rather as co-venturers who have entrusted their funds to us for what may 
well turn out to be the remainder of their lives. 


The evidence suggests that most Berkshire shareholders have indeed embraced this long-term partnership concept. The 
annual percentage turnover in Berkshire’s shares is a fraction of that occurring in the stocks of other major American 
corporations, even when the shares I own are excluded from the calculation. 


In effect, our shareholders behave in respect to their Berkshire stock much as Berkshire itself behaves in respect to 
companies in which it has an investment. As owners of, say, Coca-Cola or American Express shares, we think of Berkshire 
as being a non-managing partner in two extraordinary businesses, in which we measure our success by the long-term 
progress of the companies rather than by the month-to-month movements of their stocks. In fact, we would not care in the 
least if several years went by in which there was no trading, or quotation of prices, in the stocks of those companies. If we 
have good long-term expectations, short-term price changes are meaningless for us except to the extent they offer us an 
opportunity to increase our ownership at an attractive price. 


In line with Berkshire’s owner-orientation, most of our directors have a major portion of their net worth invested in the 
company. We eat our own cooking. 


Charlie’s family has 80% or more of its net worth in Berkshire shares; I have more than 98%. In addition, many of my 
relatives — my sisters and cousins, for example — keep a huge portion of their net worth in Berkshire stock. 


Charlie and I feel totally comfortable with this eggs-in-one-basket situation because Berkshire itself owns a wide variety of 
truly extraordinary businesses. Indeed, we believe that Berkshire is close to being unique in the quality and diversity of the 
businesses in which it owns either a controlling interest or a minority interest of significance. 


Charlie and I cannot promise you results. But we can guarantee that your financial fortunes will move in lockstep with ours 
for whatever period of time you elect to be our partner. We have no interest in large salaries or options or other means of 
gaining an “edge” over you. We want to make money only when our partners do and in exactly the same proportion. 
Moreover, when I do something dumb, I want you to be able to derive some solace from the fact that my financial suffering 
is proportional to yours. 


Our long-term economic goal (subject to some qualifications mentioned later) is to maximize Berkshire’s average annual 
rate of gain in intrinsic business value on a per-share basis. We do not measure the economic significance or performance 
of Berkshire by its size; we measure by per-share progress. We are certain that the rate of per-share progress will diminish 
in the future — a greatly enlarged capital base will see to that. But we will be disappointed if our rate does not exceed that 
of the average large American corporation. 


Our preference would be to reach our goal by directly owning a diversified group of businesses that generate cash and 
consistently earn above-average returns on capital. Our second choice is to own parts of similar businesses, attained 
primarily through purchases of marketable common stocks by our insurance subsidiaries. The price and availability of 
businesses and the need for insurance capital determine any given year’s capital allocation. 


* Copyright © 1996 By Warren E. Buffett 
All Rights Reserved 
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In recent years we have made a number of acquisitions. Though there will be dry years, we expect to make many more in 
the decades to come, and our hope is that they will be large. If these purchases approach the quality of those we have made 
in the past, Berkshire will be well served. 


The challenge for us is to generate ideas as rapidly as we generate cash. In this respect, a depressed stock market is likely 
to present us with significant advantages. For one thing, it tends to reduce the prices at which entire companies become 
available for purchase. Second, a depressed market makes it easier for our insurance companies to buy small pieces of 
wonderful businesses — including additional pieces of businesses we already own — at attractive prices. And third, some of 
those same wonderful businesses, such as Coca-Cola, are consistent buyers of their own shares, which means that they, and 
we, gain from the cheaper prices at which they can buy. 


Overall, Berkshire and its long-term shareholders benefit from a sinking stock market much as a regular purchaser of food 
benefits from declining food prices. So when the market plummets — as it will from time to time — neither panic nor mourn. 
It’s good news for Berkshire. 


Because of our two-pronged approach to business ownership and because of the limitations of conventional accounting, 
consolidated reported earnings may reveal relatively little about our true economic performance. Charlie and I, both as 
owners and managers, virtually ignore such consolidated numbers. However, we will also report to you the earnings of 
each major business we control, numbers we consider of great importance. These figures, along with other information we 
will supply about the individual businesses, should generally aid you in making judgments about them. 


To state things simply, we try to give you in the annual report the numbers and other information that really matter. Charlie 
and I pay a great deal of attention to how well our businesses are doing, and we also work to understand the environment in 
which each business is operating. For example, is one of our businesses enjoying an industry tailwind or is it facing a 
headwind? Charlie and I need to know exactly which situation prevails and to adjust our expectations accordingly. We will 
also pass along our conclusions to you. 


Over time, the large majority of our businesses have exceeded our expectations. But sometimes we have disappointments, 
and we will try to be as candid in informing you about those as we are in describing the happier experiences. When we use 
unconventional measures to chart our progress — for instance, you will be reading in our annual reports about insurance 
“float” — we will try to explain these concepts and why we regard them as important. In other words, we believe in telling 
you how we think so that you can evaluate not only Berkshire’s businesses but also assess our approach to management 
and capital allocation. 


Accounting consequences do not influence our operating or capital-allocation decisions. When acquisition costs are 
similar, we much prefer to purchase $2 of earnings that is not reportable by us under standard accounting principles than 
to purchase $1 of earnings that is reportable. This is precisely the choice that often faces us since entire businesses (whose 
earnings will be fully reportable) frequently sell for double the pro-rata price of small portions (whose earnings will be 
largely unreportable). In aggregate and over time, we expect the unreported earnings to be fully reflected in our intrinsic 
business value through capital gains. 


We have found over time that the undistributed earnings of our investees, in aggregate, have been fully as beneficial to 
Berkshire as if they had been distributed to us (and therefore had been included in the earnings we officially report). This 
pleasant result has occurred because most of our investees are engaged in truly outstanding businesses that can often 
employ incremental capital to great advantage, either by putting it to work in their businesses or by repurchasing their 
shares. Obviously, every capital decision that our investees have made has not benefitted us as shareholders, but overall we 
have garnered far more than a dollar of value for each dollar they have retained. We consequently regard look-through 
earnings as realistically portraying our yearly gain from operations. 


We use debt sparingly and, when we do borrow, we attempt to structure our loans on a long-term fixed-rate basis. We will 
reject interesting opportunities rather than over-leverage our balance sheet. This conservatism has penalized our results 
but it is the only behavior that leaves us comfortable, considering our fiduciary obligations to policyholders, lenders and 
the many equity holders who have committed unusually large portions of their net worth to our care. (As one of the 
Indianapolis “500” winners said: “To finish first, you must first finish.” ) 


The financial calculus that Charlie and I employ would never permit our trading a good night’s sleep for a shot at a few 
extra percentage points of return. I’ve never believed in risking what my family and friends have and need in order to 
pursue what they don’t have and don’t need. 


Besides, Berkshire has access to two low-cost, non-perilous sources of leverage that allow us to safely own far more assets 
than our equity capital alone would permit: deferred taxes and “float,” the funds of others that our insurance business holds 
because it receives premiums before needing to pay out losses. Both of these funding sources have grown rapidly and now 
total about $100 billion. 
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10. 


11. 


Better yet, this funding to date has often been cost-free. Deferred tax liabilities bear no interest. And as long as we can 
break even in our insurance underwriting the cost of the float developed from that operation is zero. Neither item, of 
course, is equity; these are real liabilities. But they are liabilities without covenants or due dates attached to them. In effect, 
they give us the benefit of debt — an ability to have more assets working for us — but saddle us with none of its drawbacks. 


Of course, there is no guarantee that we can obtain our float in the future at no cost. But we feel our chances of attaining 
that goal are as good as those of anyone in the insurance business. Not only have we reached the goal in the past (despite a 
number of important mistakes by your Chairman), our 1996 acquisition of GEICO, materially improved our prospects for 
getting there in the future. 


In our present configuration (2010) we expect additional borrowings to be concentrated in our utilities and railroad 
businesses, loans that are non-recourse to Berkshire. Here, we will favor long-term, fixed-rate loans. When we make a truly 
large purchase, as we did with BNSF, we will borrow money at the parent company level with the intent of quickly paying 
it back. 


A managerial “wish list” will not be filled at shareholder expense. We will not diversify by purchasing entire businesses at 
control prices that ignore long-term economic consequences to our shareholders. We will only do with your money what 
we would do with our own, weighing fully the values you can obtain by diversifying your own portfolios through direct 
purchases in the stock market. 


Charlie and I are interested only in acquisitions that we believe will raise the per-share intrinsic value of Berkshire’s stock. 
The size of our paychecks or our offices will never be related to the size of Berkshire’s balance sheet. 


We feel noble intentions should be checked periodically against results. We test the wisdom of retaining earnings by 
assessing whether retention, over time, delivers shareholders at least $1 of market value for each $1 retained. To date, this 
test has been met. We will continue to apply it on a five-year rolling basis. As our net worth grows, it is more difficult to 
use retained earnings wisely. 


I should have written the “five-year rolling basis” sentence differently, an error I didn’t realize until I received a question 
about this subject at the 2009 annual meeting. 


When the stock market has declined sharply over a five-year stretch, our market-price premium to book value has 
sometimes shrunk. And when that happens, we fail the test as I improperly formulated it. In fact, we fell far short as early 
as 1971-75, well before I wrote this principle in 1983. 


The five-year test should be: (1) during the period did our book-value gain exceed the performance of the S&P; and (2) did 
our stock consistently sell at a premium to book, meaning that every $1 of retained earnings was always worth more than 
$1? If these tests are met, retaining earnings has made sense. 


We will issue common stock only when we receive as much in business value as we give. This rule applies to all forms of 
issuance — not only mergers or public stock offerings, but stock-for-debt swaps, stock options, and convertible securities as 
well. We will not sell small portions of your company — and that is what the issuance of shares amounts to — on a basis 
inconsistent with the value of the entire enterprise. 


When we sold the Class B shares in 1996, we stated that Berkshire stock was not undervalued — and some people found 
that shocking. That reaction was not well-founded. Shock should have registered instead had we issued shares when our 
stock was undervalued. Managements that say or imply during a public offering that their stock is undervalued are usually 
being economical with the truth or uneconomical with their existing shareholders’ money: Owners unfairly lose if their 
managers deliberately sell assets for 80¢ that in fact are worth $1. We didn’t commit that kind of crime in our offering of 
Class B shares and we never will. (We did not, however, say at the time of the sale that our stock was overvalued, though 
many media have reported that we did.) 


You should be fully aware of one attitude Charlie and I share that hurts our financial performance: Regardless of price, we 
have no interest at all in selling any good businesses that Berkshire owns. We are also very reluctant to sell sub-par 
businesses as long as we expect them to generate at least some cash and as long as we feel good about their managers and 
labor relations. We hope not to repeat the capital-allocation mistakes that led us into such sub-par businesses. And we 
react with great caution to suggestions that our poor businesses can be restored to satisfactory profitability by major 
capital expenditures. (The projections will be dazzling and the advocates sincere, but, in the end, major additional 
investment in a terrible industry usually is about as rewarding as struggling in quicksand.) Nevertheless, gin rummy 
managerial behavior (discard your least promising business at each turn) is not our style. We would rather have our 
overall results penalized a bit than engage in that kind of behavior. 


We continue to avoid gin rummy behavior. True, we closed our textile business in the mid-1980’s after 20 years of 
struggling with it, but only because we felt it was doomed to run never-ending operating losses. We have not, however, 
given thought to selling operations that would command very fancy prices nor have we dumped our laggards, though we 
focus hard on curing the problems that cause them to lag. 
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12. 


13. 


We will be candid in our reporting to you, emphasizing the pluses and minuses important in appraising business value. Our 
guideline is to tell you the business facts that we would want to know if our positions were reversed. We owe you no less. 
Moreover, as a company with a major communications business, it would be inexcusable for us to apply lesser standards of 
accuracy, balance and incisiveness when reporting on ourselves than we would expect our news people to apply when 
reporting on others. We also believe candor benefits us as managers: The CEO who misleads others in public may 
eventually mislead himself in private. 


At Berkshire you will find no “big bath” accounting maneuvers or restructurings nor any “smoothing” of quarterly or 
annual results. We will always tell you how many strokes we have taken on each hole and never play around with the 
scorecard. When the numbers are a very rough “guesstimate,” as they necessarily must be in insurance reserving, we will 
try to be both consistent and conservative in our approach. 


We will be communicating with you in several ways. Through the annual report, I try to give all shareholders as much 
value-defining information as can be conveyed in a document kept to reasonable length. We also try to convey a liberal 
quantity of condensed but important information in the quarterly reports we post on the internet, though I don’t write those 
(one recital a year is enough). Still another important occasion for communication is our Annual Meeting, at which Charlie 
and I are delighted to spend five hours or more answering questions about Berkshire. But there is one way we can’t 
communicate: on a one-on-one basis. That isn’t feasible given Berkshire’s many thousands of owners. 


In all of our communications, we try to make sure that no single shareholder gets an edge: We do not follow the usual 
practice of giving earnings “guidance” or other information of value to analysts or large shareholders. Our goal is to have 
all of our owners updated at the same time. 


Despite our policy of candor, we will discuss our activities in marketable securities only to the extent legally required. 
Good investment ideas are rare, valuable and subject to competitive appropriation just as good product or business 
acquisition ideas are. Therefore we normally will not talk about our investment ideas. This ban extends even to securities 
we have sold (because we may purchase them again) and to stocks we are incorrectly rumored to be buying. If we deny 
those reports but say “no comment” on other occasions, the no-comments become confirmation. 


Though we continue to be unwilling to talk about specific stocks, we freely discuss our business and investment 
philosophy. I benefitted enormously from the intellectual generosity of Ben Graham, the greatest teacher in the history of 
finance, and I believe it appropriate to pass along what I learned from him, even if that creates new and able investment 
competitors for Berkshire just as Ben’s teachings did for him. 


TWO ADDED PRINCIPLES 


14. To the extent possible, we would like each Berkshire shareholder to record a gain or loss in market value during his period 


15. 


of ownership that is proportional to the gain or loss in per-share intrinsic value recorded by the company during that 
holding period. For this to come about, the relationship between the intrinsic value and the market price of a Berkshire 
share would need to remain constant, and by our preferences at 1-to-1. As that implies, we would rather see Berkshire’s 
stock price at a fair level than a high level. Obviously, Charlie and I can’t control Berkshire’s price. But by our policies 
and communications, we can encourage informed, rational behavior by owners that, in turn, will tend to produce a stock 
price that is also rational. Our it’s-as-bad-to-be-overvalued-as-to-be-undervalued approach may disappoint some 
shareholders. We believe, however, that it affords Berkshire the best prospect of attracting long-term investors who seek to 
profit from the progress of the company rather than from the investment mistakes of their partners. 


We regularly compare the gain in Berkshire’s per-share book value to the performance of the S&P 500. Over time, we 
hope to outpace this yardstick. Otherwise, why do our investors need us? The measurement, however, has certain 
shortcomings that are described in the next section. Moreover, it now is less meaningful on a year-to-year basis than was 
formerly the case. That is because our equity holdings, whose value tends to move with the S&P 500, are a far smaller 
portion of our net worth than they were in earlier years. Additionally, gains in the S&P stocks are counted in full in 
calculating that index, whereas gains in Berkshire’s equity holdings are counted at 65% because of the federal tax we 
incur. We, therefore, expect to outperform the S&P in lackluster years for the stock market and underperform when the 
market has a strong year. 


INTRINSIC VALUE 


Now let’s focus on a term that I mentioned earlier and that you will encounter in future annual reports. 


Intrinsic value is an all-important concept that offers the only logical approach to evaluating the relative attractiveness of 


investments and businesses. Intrinsic value can be defined simply: It is the discounted value of the cash that can be taken out of 
a business during its remaining life. 


The calculation of intrinsic value, though, is not so simple. As our definition suggests, intrinsic value is an estimate rather 


than a precise figure, and it is additionally an estimate that must be changed if interest rates move or forecasts of future cash 
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flows are revised. Two people looking at the same set of facts, moreover — and this would apply even to Charlie and me — will 
almost inevitably come up with at least slightly different intrinsic value figures. That is one reason we never give you our 
estimates of intrinsic value. What our annual reports do supply, though, are the facts that we ourselves use to calculate this 
value. 


Meanwhile, we regularly report our per-share book value, an easily calculable number, though one of limited use. The 
limitations do not arise from our holdings of marketable securities, which are carried on our books at their current prices. Rather 
the inadequacies of book value have to do with the companies we control, whose values as stated on our books may be far 
different from their intrinsic values. 


The disparity can go in either direction. For example, in 1964 we could state with certitude that Berkshire’s per-share book 
value was $19.46. However, that figure considerably overstated the company’s intrinsic value, since all of the company’s 
resources were tied up in a sub-profitable textile business. Our textile assets had neither going-concern nor liquidation values 
equal to their carrying values. Today, however, Berkshire’s situation is reversed: Now, our book value far understates 
Berkshire’s intrinsic value, a point true because many of the businesses we control are worth much more than their carrying 
value. 


Inadequate though they are in telling the story, we give you Berkshire’s book-value figures because they today serve as a 
rough, albeit significantly understated, tracking measure for Berkshire’s intrinsic value. In other words, the percentage change in 
book value in any given year is likely to be reasonably close to that year’s change in intrinsic value. 


You can gain some insight into the differences between book value and intrinsic value by looking at one form of 
investment, a college education. Think of the education’s cost as its “book value.” If this cost is to be accurate, it should include 
the earnings that were foregone by the student because he chose college rather than a job. 


For this exercise, we will ignore the important non-economic benefits of an education and focus strictly on its economic 
value. First, we must estimate the earnings that the graduate will receive over his lifetime and subtract from that figure an 
estimate of what he would have earned had he lacked his education. That gives us an excess earnings figure, which must then be 
discounted, at an appropriate interest rate, back to graduation day. The dollar result equals the intrinsic economic value of the 
education. 


Some graduates will find that the book value of their education exceeds its intrinsic value, which means that whoever paid 
for the education didn’t get his money’s worth. In other cases, the intrinsic value of an education will far exceed its book value, 
a result that proves capital was wisely deployed. In all cases, what is clear is that book value is meaningless as an indicator of 
intrinsic value. 


THE MANAGING OF BERKSHIRE 


I think it’s appropriate that I conclude with a discussion of Berkshire’s management, today and in the future. As our first 
owner-related principle tells you, Charlie and I are the managing partners of Berkshire. But we subcontract all of the heavy 
lifting in this business to the managers of our subsidiaries. In fact, we delegate almost to the point of abdication: Though 
Berkshire has about 260,000 employees, only 21 of these are at headquarters. 


Charlie and I mainly attend to capital allocation and the care and feeding of our key managers. Most of these managers are 
happiest when they are left alone to run their businesses, and that is customarily just how we leave them. That puts them in 
charge of all operating decisions and of dispatching the excess cash they generate to headquarters. By sending it to us, they 
don’t get diverted by the various enticements that would come their way were they responsible for deploying the cash their 
businesses throw off. Furthermore, Charlie and I are exposed to a much wider range of possibilities for investing these funds 
than any of our managers could find in his or her own industry. 


Most of our managers are independently wealthy, and it’s therefore up to us to create a climate that encourages them to 
choose working with Berkshire over golfing or fishing. This leaves us needing to treat them fairly and in the manner that we 
would wish to be treated if our positions were reversed. 


As for the allocation of capital, that’s an activity both Charlie and I enjoy and in which we have acquired some useful 
experience. In a general sense, grey hair doesn’t hurt on this playing field: You don’t need good hand-eye coordination or well- 
toned muscles to push money around (thank heavens). As long as our minds continue to function effectively, Charlie and I can 
keep on doing our jobs pretty much as we have in the past. 


On my death, Berkshire’s ownership picture will change but not in a disruptive way: None of my stock will have to be sold 
to take care of the cash bequests I have made or for taxes. Other assets of mine will take care of these requirements. All 
Berkshire shares will be left to foundations that will likely receive the stock in roughly equal installments over a dozen or so 
years. 
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At my death, the Buffett family will not be involved in managing the business but, as very substantial shareholders, will 
help in picking and overseeing the managers who do. Just who those managers will be, of course, depends on the date of my 
death. But I can anticipate what the management structure will be: Essentially my job will be split into two parts. One executive 
will become CEO and responsible for operations. The responsibility for investments will be given to one or more executives. If 
the acquisition of new businesses is in prospect, these executives will cooperate in making the decisions needed, subject, of 
course, to board approval. We will continue to have an extraordinarily shareholder-minded board, one whose interests are 
solidly aligned with yours. 


Were we to need the management structure I have just described on an immediate basis, our directors know my 
recommendations for both posts. All candidates currently work for or are available to Berkshire and are people in whom I have 
total confidence. Our managerial roster has never been stronger. 


I will continue to keep the directors posted on the succession issue. Since Berkshire stock will make up virtually my entire 
estate and will account for a similar portion of the assets of various foundations for a considerable period after my death, you 
can be sure that the directors and I have thought through the succession question carefully and that we are well prepared. You 
can be equally sure that the principles we have employed to date in running Berkshire will continue to guide the managers who 
succeed me and that our unusually strong and well-defined culture will remain intact. As an added assurance that this will be the 
case, I believe it would be wise when I am no longer CEO to have a member of the Buffett family serve as the non-paid, 
non-executive Chairman of the Board. That decision, however, will be the responsibility of the then Board of Directors. 


Lest we end on a morbid note, I also want to assure you that I have never felt better. I love running Berkshire, and if 
enjoying life promotes longevity, Methuselah’s record is in jeopardy. 


Warren E. Buffett 
Chairman 


STOCK PERFORMANCE GRAPH 


The following chart compares the subsequent value of $100 invested in Berkshire common stock on December 31, 2005 
with a similar investment in the Standard and Poor’s 500 Stock Index and in the Standard and Poor’s Property—Casualty 
Insurance Index.** 
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* — Cumulative return for the Standard and Poor’s indices based on reinvestment of dividends. 


** Tt would be difficult to develop a peer group of companies similar to Berkshire. The Corporation owns subsidiaries 
engaged in a number of diverse business activities of which the most important is the property and casualty insurance 
business and, accordingly, management has used the Standard and Poor’s Property—Casualty Insurance Index for 
comparative purposes. 
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BERKSHIRE HATHAWAY INC. 
COMMON STOCK 


General 


Berkshire has two classes of common stock designated Class A common stock and Class B common stock. Each share of 
Class A common stock is convertible, at the option of the holder, into 1,500 shares of Class B common stock. Shares of Class B 
common stock are not convertible into shares of Class A common stock. 


Stock Transfer Agent 


Wells Fargo Bank, N.A., P. O. Box 64854, St. Paul, MN 55164-0854 serves as Transfer Agent and Registrar for the 
Company’s common stock. Correspondence may be directed to Wells Fargo at the address indicated or at 
wellsfargo.com/shareownerservices. Telephone inquiries should be directed to the Shareowner Relations Department at 
1-877-602-7411 between 7:00 A.M. and 7:00 P.M. Central Time. Certificates for re-issue or transfer should be directed to the 
Transfer Department at the address indicated. 


Shareholders of record wishing to convert Class A common stock into Class B common stock may contact Wells Fargo in 
writing. Along with the underlying stock certificate, shareholders should provide Wells Fargo with specific written instructions 
regarding the number of shares to be converted and the manner in which the Class B shares are to be registered. We recommend 
that you use certified or registered mail when delivering the stock certificates and written instructions. 


If Class A shares are held in “street name,” shareholders wishing to convert all or a portion of their holding should contact 
their broker or bank nominee. It will be necessary for the nominee to make the request for conversion. 


Shareholders 


Berkshire had approximately 4,000 record holders of its Class A common stock and 18,000 record holders of its Class B 
common stock at February 16, 2011. Record owners included nominees holding at least 480,000 shares of Class A common 
stock and 1,045,000,000 shares of Class B common stock on behalf of beneficial-but-not-of-record owners. 


Price Range of Common Stock 


Berkshire’s Class A and Class B common stock are listed for trading on the New York Stock Exchange, trading symbol: 
BRK.A and BRK.B. The following table sets forth the high and low sales prices per share, as reported on the New York Stock 
Exchange Composite List during the periods indicated: 


2010 2009 
Class A Class B Class A Class B * 
High Low High Low High Low High Low 
First:Quarter’ «. a.c0 oaceacdds aald eas beats $125,252 $ 97,205 $83.57 $64.72 $102,600 $70,050 $68.40 $44.82 
Second Quarter ....... 0.0... ee ee ee eee 122,908 102,751 81.95 68.48 95,500 83,957 63.10 54.82 
Whit Quarter o.435-<.5b500-2.3sh ee cacaedos 4 ate 8 128,730 113,622 85.86 75.62 108,450 84,600 71.38 54.66 
Fourth Quarter... 0... 0... eee eee eee 126,568 118,201 8445 78.72 105,980 97,870 70.00 64.22 


* Adjusted for the 50-for-1 Class B stock split that became effective on January 21, 2010. 


Dividends 


Berkshire has not declared a cash dividend since 1967. 
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Memo 


To: Berkshire Hathaway Managers (“The All-Stars’) 
ce: Berkshire Directors 
From: Warren E. Buffett 


Date: July 26, 2010 


This is my biennial letter to reemphasize Berkshire’s top priority and to get your help on 
succession planning (yours, not mine!). 


The priority is that all of us continue to zealously guard Berkshire’s reputation. We can’t be 
perfect but we can try to be. As I’ve said in these memos for more than 25 years: “We can afford to lose 
money — even a lot of money. But we can’t afford to lose reputation — even a shred of reputation.” We 
must continue to measure every act against not only what is legal but also what we would be happy to have 
written about on the front page of a national newspaper in an article written by an unfriendly but intelligent 
reporter. 


Sometimes your associates will say “Everybody else is doing it.” This rationale is almost always 
a bad one if it is the main justification for a business action. It is totally unacceptable when evaluating a 
moral decision. Whenever somebody offers that phrase as a rationale, in effect they are saying that they 
can’t come up with a good reason. If anyone gives this explanation, tell them to try using it with a reporter 
or a judge and see how far it gets them. 


If you see anything whose propriety or legality causes you to hesitate, be sure to give me a call. 
However, it’s very likely that if a given course of action evokes such hesitation, it’s too close to the line 
and should be abandoned. There’s plenty of money to be made in the center of the court. If it’s 
questionable whether some action is close to the line, just assume it is outside and forget it. 


As a corollary, let me know promptly if there’s any significant bad news. I can handle bad news 
but I don’t like to deal with it after it has festered for awhile. A reluctance to face up immediately to bad 
news is what turned a problem at Salomon from one that could have easily been disposed of into one that 
almost caused the demise of a firm with 8,000 employees. 
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Somebody is doing something today at Berkshire that you and I would be unhappy about if we 
knew of it. That’s inevitable: We now employ more than 250,000 people and the chances of that number 
getting through the day without any bad behavior occurring is nil. But we can have a huge effect in 
minimizing such activities by jumping on anything immediately when there is the slightest odor of 
impropriety. Your attitude on such matters, expressed by behavior as well as words, will be the most 
important factor in how the culture of your business develops. Culture, more than rule books, determines 
how an organization behaves. 


In other respects, talk to me about what is going on as little or as much as you wish. Each of you 
does a first-class job of running your operation with your own individual style and you don’t need me to 
help. The only items you need to clear with me are any changes in post-retirement benefits and any 
unusually large capital expenditures or acquisitions. 


ok ok Ck cK ck ck ook ok Ok Ok ck ck 


I need your help in respect to the question of succession. I’m not looking for any of you to retire 
and I hope you all live to 100. (In Charlie’s case, 110.) But just in case you don’t, please send me a letter 
(at home if you wish) giving your recommendation as who should take over tomorrow if you should 
become incapacitated overnight. These letters will be seen by no one but me unless I’m no longer CEO, in 
which case my successor will need the information. Please summarize the strengths and weaknesses of 
your primary candidate as well as any possible alternates you may wish to include. Most of you have 
participated in this exercise in the past and others have offered your ideas verbally. However, it’s 
important to me to get a periodic update, and now that we have added so many businesses, I need to have 
your thoughts in writing rather than trying to carry them around in my memory. Of course, there are a few 
operations that are run by two or more of you — such as the Blumkins, the Merschmans, the pair at Applied 
Underwriters, etc. — and in these cases, just forget about this item. Your note can be short, informal, 
handwritten, etc. Just mark it “Personal for Warren.” 


Thanks for your help on all of this. And thanks for the way you run your businesses. You make 
my job easy. 


WEB/db 


P.S. Another minor request: Please turn down all proposals for me to speak, make contributions, intercede 
with the Gates Foundation, etc. Sometimes these requests for you to act as intermediary will be 
accompanied by “It can’t hurt to ask.” It will be easier for both of us if you just say “no.” As an added 
favor, don’t suggest that they instead write or call me. Multiply 76 businesses by the periodic “I think he’ll 
be interested in this one” and you can understand why it is better to say no firmly and immediately. 
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BERKSHIRE HATHAWAY INC. 


OPERATING COMPANIES 
INSURANCE BUSINESSES 

Company Employees Company 
Berkshire Hathaway Homestate Companies .... 569 GeneralRe ................. 00.0 c eee eee 
Berkshire Hathaway Reinsurance Group ....... 573 Kansas Bankers Surety .................... 
Boat America ..................0 000000 e eee 371 Medical Protective ........................ 
Central States Indemnity .................... 302 National Indemnity Primary Group ......... 
GEICO! i364 ee dedi bie Seek oeae eee de 24,805 United States Liability Insurance Group ..... 

Insurance total ............. 00.0... 2. eee 

NON-INSURANCE BUSINESSES 

Company Employees Company 
ACME) 536 bet ed kta aes Hee RE 1,845 Kingston ............ 0 eee eee eee 
Adalet ©) cia ithe evaie bee need weeaws 211 Kirby ®: 2 cia eas eae Ga ee beds 
Alta quips «sodas ceded eae Sayeeda se Ba eke 326 =Larson-Juhl ..........................00.0, 
Applied Underwriters ....................005. 472 The Marmon Group™ ..................... 
Ben Bridge Jeweler .....................00005 750 McLane Company ......................0-- 
Benjamin Moore ....................00 00000 2,283 MidAmerican Energy? ................... 
Borsheims Jewelry ................. 0.000000 165  MidAmerican Energy Holdings? ........... 
Burlington Northern Santa Fe ................. 38,000 MiTek Inc. ................ 0... eee eee 
The Buffalo News ..................0000 cee aee 755 Nebraska Furniture Mart ................... 
Business Wire ................0 0000 e eee eeeeee O01. Neétlets::.cscc31egicdawiss been cand wees 
CalEnergy® ............ 00. c cece eee eens 353. Northern NaturalGas® ................... 
Campbell Hausfeld ........................ 438 Northern and Yorkshire Electric? .......... 
Carefree of Colorado ™ ...................4.. 180 Northland™ .......................2.000- 
Clayton Homes ............. 00.0.0: c eee eee 10,439 =PacifiCorp® .............. 0. ee eee eee ee 
Cleveland Wood Products .................. 70 ~=Pacific Power® ............... 2.00.2 .0 eae 
CORT Business Services ...................4.. 2,074 The Pampered Chef........................ 
CTB International ........................... 1,505 ‘Precision Steel Warehouse .................. 
Dairy Queen: 5.0)6 :icnds. esi wa eae PERE 2,002 Richline Group ........................05- 
Douglas/Quikut 0.0.0.0... 0 eee eee 57 Rocky Mountain Power ® .................. 
Fechheimer Brothers ........................-. 595 Russell® 22.0.0... 00.0... ee 
FlightSafety .......... 0.0... cece eee 4,198 Other Scott Fetzer Companies® ............ 
Forest River .......... 0.0.0... 6,033 See’s Candies ................. 0.0000 cee 
France: ©3365 inci. dna deiewd ee tea eet ian 86 Shaw Industries ........................... 
Fruit of the Loom ® .....................0000. 30,065 Stahl® 0.0.0... 0... 0... eee 
Gaba 66665684 aiid ada bos Saree Bea ee beedeaws 4,330 Star Furniture .........................0.. 
H. H. Brown Shoe Group ...................-- 1250" CRED 26 ecticccaste ie eee iat oe ha a 
Halex): i324 phe cas tee wuataneoutin seas 87 United Consumer Financial Services ....... 
Helzberg’s Diamond Shops ................... 2,191 Vanity Fair Brands® ...................... 
HomeServices of America® .................. 2,270 Wayne Water Systems ................... 
WSCAl eek. eS he ete een hae ee ae ee 10,393 Wesco Financial Corp. ..................... 
Johns Manville ...............0. 0.00000... cee 6,410 Western Enterprises ..................... 
Jordan’s Furniture .....................00005 787  R.C. Willey Home Furnishings .............. 
Justin Brands ............... 00.0000 e eee eee 872 World Book® .............. 00... e eee eee 
Kern River Gas® ...............0 0000 e eee 157) . XTRA, picteccaretat oeage accede eee ees 

Non-insurance total ........................ 

Corporate Office ....................0.005. 


() A Scott Fetzer Company 
@) A MidAmerican Energy Holdings Company 
G3) A Fruit of the Loom, Inc. Company 


(4) Approximately 130 manufacturing and service businesses that operate within 11 business sectors. 
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Employees 


BERKSHIRE HATHAWAY INC. 


DIRECTORS OFFICERS 

WARREN E. BUFFETT, WARREN E. BUFFETT, Chairman and CEO 
Chaumagvand CEO) Honea’ CHARLES T. MUNGER, Vice Chairman 

CHARLES T. MUNGER, MARC D. HAMBURG, Senior Vice President and CFO 
Vice Chau al Bersiine SHARON L. HECK, Vice President 

HOWARD G. BUFFETT, DANIEL J. JAKSICH, Vice President, Controller 
PY Op Ries Fans MARK D. MILLARD, Vice President 

STEPHEN B. BURKE, FORREST N. KRUTTER, Secretary 


Chief Executive Officer of NBCUniversal, a media and 


: REBECCA K. AMICK, Director of Internal Auditing 
entertainment company. 


SUSAN L. DECKER, 


Former President of Yahoo! Inc., an internet company. 


WILLIAM H. GATES IT], 
Co-Chair of the Bill and Melinda Gates Foundation 


DAVID S. GOTTESMAN, 
Senior Managing Director of First Manhattan 
Company, an investment advisory firm. 


CHARLOTTE GUYMAN, 
Former Chairman of the Board of Directors of 
UW Medicine, an academic medical center. 


DONALD R. KEOUGH, 
Chairman of Allen and Company Incorporated, an 
investment banking firm. 


THOMAS S. MURPHY, 
Former Chairman of the Board and CEO of Capital 
Cities/ABC 


RONALD L. OLSON, 
Partner of the law firm of Munger, Tolles & Olson LLP 


WALTER SCOTT, JR., 

Chairman of Level 3 Communications, a successor to 
certain businesses of Peter Kiewit Sons’ Inc. which 
is engaged in telecommunications and computer 
outsourcing. 


Letters from Annual Reports (1977 through 2010), quarterly reports, press releases and other information about 
Berkshire may be obtained on the Internet at www.berkshirehathaway.com. 


BERKSHIRE HATHAWAY INC. 
Executive Offices — 3555 Farnam Street, Omaha, Nebraska 68131 


